Thursday, August 5, 1875

ABSTRACT OF THE PROCEEDINGS

COUNCIL OF THE GOVERNOR GENERAL OF INDLA

LAWS AND REGULATIONS.

VOL 14

Jan to Dec

1875

PL



" *ABSTRACT OF THE PROCEEDINGS

OF THE

Gouneil of fhe” Governor General of Jndin,

ASSEMBLED FOR THE PURPOSK OF MAKING
.4

LAWS AND REGULATIONS. *
1875.-

WITH INDEX.

VOL. XIV.

Lublished by the Duthority of {he Governor General.
Qazottos § [-ttes Section
Perisren Ll ary Buliding

CALCUTTA:
OFFICE OF THE SUPERINTENDENT OF GOVERNMENT PRINTING.

- >
1876, ~ -



Abstract of the Proceedings of the Council of the Qovernor General of India,
assembled for the purpose of making Laws and Regulations under the
provisions of the Act of Parliament 24 § 26 Vie., Oap. 67,

The Council met at Simla on Thursday, the 5th August 1875.

PRESENT:

His Exc?llency the Viceroy and Governor General of India, a. a. s, L,
presiding.

His Excellency the Commander-in-Chief, ¢. 0. 1., a. 0. s, 1.

Major. General the Hon'’ble Sir H. W. Norman, k. c. .

The Hon'ble Arthur Hobhouse, q. c.

‘'The Hon’ble Sir W. Muir, k. 0. 8. 1.

The Hon’ble Ashley Eden, o. s. 1.

The Hon’ble Sir A. J. Arbuthnot, k. c. s. 1.

Colonel the Hon’ble Sir Andrew Clarke, r. E., k. c. M. G., 0. 1.

The Hon'ble Sir Douglas Forsyth, k. o. s. 1.

The Hon'ble T. C. Hope.

INDIAN TARIFF BILL.

The Hon’ble Mr. Hore moved for leave to introduce a Bill to amend the

law relating to customs dutics and for other purposes. IIe would explain in
a few words the origin of this Bill. About four years had elapsed since the
existing tariff values wero fixed by Act XIII of 1871, and numerous representa-
tions had beeu made to the Government of India that market-prices had fallen
considerably below those values. Regarding cotton-goods especially, the
Manchester Chamber of Commerce had stated that tho excess in values
_amounted to an addition of nearly ono per cont. to the rates of duty, It
likewise happoncd, in the course of customs administration, that as time went
on, it was nccessary to make various petty changes by notification, and legal
difficultics camo to light which could only be removed by legislation. Thus a
new customs law became necessary from time to time at no very long intervals.
In December 1874, tho Government of India appointed a Committce to consider
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all theso matters, The constitution of the Committco was this: Bengal was
represented by the Collector of Customs, Mr. Lane; Madras by the Hon’ble
Mr. Dalyell, who had held the post of a Member of the Board of Revenue
at that Presidency; Bombay by the Commissioner of Customs and Opium,
an appointment held at that time by himself. The mercantile community
were reproscnted by the Hon’ble Mr. Bullen Smith, who was a Member of
this Council, and Mr. J. O. Murray, the Chairman of the Bengal Chamber
of Commerce. The Chamber of Commerco of Bombay was invited to
send representatives, but was unable to do so. The Madras Chamber
sent a short letter explaining . their views upon the principal subjects under
discussion, and the Bombay Chamber sent a detailed statement of the tariff
values they desired, and also their proceedings at a public meeting, which
-were very voluminous, and expressed their views on all the points in dispute.
The Chairman of the Committee was Mr. Mouney, Member of the . Bengal
Board of Revenue. The Committec had made their report, it had been taken
into consideration 'by the Government of ‘India, and the result was the Bill
he now rcquested permission to introduco.

Tho Motion was put and agreed to.

The Hon'ble Mr. HorE then applied to the President to suspend the Rules
for the conduct of business, with a view to the Bill being taken into considera-
tion and passed at the present sitting. The reasons for asking His Excellency
to take this somewhat unusual course were, that urgent representations were
still being made as to the loss which trade was suffering by the enhanced tariff
values ; that there was no reason why trade should be kept waiting for any relief
as to rates of duty which the Government, with the concurrence of the
Conncil, were prepared to give; and, lastly, that if the Bill wero proceeded
with in the ordinary manner, there would be, under some heads, loss to the
publio revenue, and under others a complete paralysis of trado.

His Excellency THE PRESIDENT said that the reasons given by tho
Hon’ble Mr. Hope for the suspension of the Rules appeared to him to be
conclusive.  These Bills relating to customs tariffs wero necessarily such
as could not be circulated to the public previous to their introduction, because
the circulation of them would have the cffect of disturbing trade. Mry. Iope
had also corrcctly remarked that there was considerable pressuro to deal with
this question. Tue PrRESIDENT therefore declared the Rules to bo suspended.
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The Hon’ble Mr. Ilore then introduced tho Bill and moved that it bo
takon into consideration. IIo added that in doing so ho would oxplain to the
Council, as concisoly as the subject would allow, the naturc and scopo of the
measure.

Taking first the body of the Bill, the Council would observe that
sections 1, 4, 5, 8 and 10 corresponded almost word for word with sce-
tions 1,2, 8,7 and 8 of the cxisting Tariff Act No. XIII of 1871. Sco-
tion 2 of tho Bill repealed that Act, and also Act XVIII of 1870, which it was
desirablo to get rid of and rc-cnact in the present measure.  Scction 8 was tho
old scction 4, shorn of the Opium clause, modified to suit the proposed chango
in the export tariff, and with an addition of ¢salted fish,” which he would
cxplain presently. Section 6 was the old seotion 6, with the addition of tho
substance of the repealed Act XVIII of 1870, empowering the Government
of India to reduce or take off tho dutics on-any particular goods. Section 7
placed in the body of the Bill a proviso regarding rendering unfit for human
consumption spirit intended for uso in arts, manufactures and chemistry, which
existed in Schedule A of the present Act, and added a penalty corresponding
with that in Act XVI of 1863, which was the law on this subject for country-
mado spirit. Section 9 expanded tho old Opium clause omitted from scction 3,
so as to place all the action of Government regarding opium on a clear legal
footing. Scction 11 was nevw, and empowered the Governor General in Council
to control the excise duties on country-mado spirit, with the view of maintain-
ing a proper proportion between them and the duties on imported spirit.
Section 12 was the old scction 5, with two similar verbal amendments of the
Consolidated Customs Act which'had been found necessary, and also an imports
ant proviso regarding arms. Its object was to cnable the Governmont to deal
with arms, ammunition, and military storcs, for which a license had boen
refuscd, in ways other than sale by auction, which alone was legal at present,
and of course could not be resorted to without nullifying tho refusal of license.

Turning to the schedules of the Bill, it would be observed, in the first place,
-that the classification of articles had been entirely altered.  Under the orders
of tho Sccrotary of Stato for India, a Committee had met in England to revise
tho whole of the Indian forms of trade statistics, with the view of Lringing
them into correspondenco with the publications of tho Board of Trade. Under
the advieo of this Committce, a new classified list of ull imports and c¢xports
had been sent out for adoption, and the classification of the tariff lhad

neeessarily to be changed in conformity with it.
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He would now explain all changes of importance which were proposed in
the substance of thicso schedules for tho approval of the Oouncil—first taking
changes in duties, next tariff values, and finally giving an outline of the
financial rcsult of the whole.

Commencing with duties which were said to be prejudicial to trade, and
with the import side, the most important item was cotton goods and twist.
In the course of 1874, tho Manchester Chamber of Commerce had made two
important representations to the Secretary of State, to the effect that the duty
was “ absolutely prohibitory to the trade in yarn and cloth of the coarse and
low priced sorts;” that it was intended to import into India, American and
Egyptian raw cotton in order to make the finer qualities also; that the duties
increased tho cost to the poor consumer, and fostered a protected trade and new
mills, thus defeating their own object and endangering tho revenue; and finslly,
that their * total and immediate repeal ”” was necessary.

The Tariff Committee, to whom these representations were referred,
enquired carefully into them, and found that the duty levied in all India on
the coarse goods referred to was only about four l4khs of rupees, or five per
cent. of the entire duty on cotton goods, which amounted to about eighty ldkhs,
and that only half of this sum, or one-fortieth of the whole, belonged to
Bombay, where alono there was as yet any considerable local manufacture.
Tho case thercfore stood thus, that becauso one-twenticth of the cotton goods
imported were subject to a local competition, which only seriously affectcd one
half of that twentioth, the Government were asked for the ¢ total and imme-
diato repeal” of the nineteen-twentieths of the duty, paid by the remaining
cotton goods on which local competition had no present effect whatever. It
might of course be said that the present duty was no measure of the injury
local manufacture had caused, and that, to estimate it propoerly, we must
take into consideration the quantity of goods which the local mills were now
producing, and which it was to be supposed would, but for them, have
been supplicd by Manchester. But as far as Bengal and Madras were con-
cerned, there was no trace of any injury whatever. In Bombay, no doubt, the
mills took to a certain extent the place of increased imports, but the competition
of Bombay mills, like their profits, had been greatly exaggerated. After deduct-
ing what they made for cxportation, and ullowing for the cxtent to which
they had displaced the hand-loom weaving of the country, the residuum was
not sufficient materially to affect the argument as stated above, The Com-
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mittee wero thereforo of opinion that the case for total abolition, on the
grounds on which it was claimed, must incvitably fall to the ground.

There was an alternative schemo put forward by the Chamber of Com-
mercc—not of Manchestor but of Bombay—which ho would now notice. It
consisted in the exomption from duty of only the coarser sorts of yarn and
cloth which were subject to local competition. This schemo had, at first sight,
a great deal to recommend it, but it was open to two objections: 1st, that it
was impossible to draw a well defined line between coarse and fine goods; and
2adly, that any line drawn would not only lead to claborate evasions and
frauds on the part of tho home manufacturer, who would endeavour to mako
goods which should just come within tho exemption, but would stimulate the
local mills to manufacture goods just above the line, and so would enlarge the
range of the competition now complained of. The line would never bo a steady
and permanent one, for it would be necessary perpetually to keep moving it on
further and further, higher and higher, until in the end, perhaps, the whole-
duty would be affected. There were two principles on which a line might
be drawn—the principle of value and the principle of description. By tho
principle of value was meant saying, for instance, that all cotton goods
valued at nino, or ten annas, per Ib. and under should be oxempt. By
that of description was meant specifying that certain kinds of cloth, say
longcloths, domestics, T cloths, and other coarso grey cloths under 18 x 18
reed, should bo free. ¢ Value” was objectionable in that it was not only
a matter of opinion but subject to a double fluctuation—onc following the
market, like a tariff value, and another following the advance to higher
and thercfore more valuablo kinds of cloth in which the local mills would
bo encouraged. * Description” threw on tho Customs oflicers the onus
of deciding whether the varietics of cloth which existed and the new oncs,
such as with 18 x 17 rced, which would spring up, were within tho exemp-
tion or not. Whilo fully appreciating the compliment paid to the honesty and
intellicence of Custom-house appraisers by thoso who advocated ¢ descrip-
"Dho did not think that the burden was ono which ought in justico to bo
or which they would be able to bear to tho satisfaction of
y. Asto invoices, weight and size of bales, and other

tion,
imposcd upon them,

tho mercantile communit !
indications which it was thought would provo safcguards, Customs officials

knew well that only a limited reliance could bo placed upon them. ‘Tho
could hardly bo better illustrated than by the fact

Day Chamber of Commerce addressed the Tariff
' B

difficulty of drawing a line
that in January last the Bom
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Committeco advocating tho principle of value, but that now the Sceretary of
the Chamber informed him (Mr. Hore) that on reconmsideration leading
moembers were in favour of the principle of description. On the whole,
therefore, there appeared to bo no doubt of the soundness of tho verdict,
undorstood to cmanate from somo leading members of the Manchester Cham-
ber of Commerce, and announced by the Ohairman of the Bombay Ohamber

in his ‘specch of the 5th January last, that this alternative scheme was
unworkable.

It might be said that this decision against either total or partial repeal
showed a total indifference to the interests of Manchester. It was, no doubt,’
the fashion in some quarters to represent the intercsts of the Government of
India and Manchester as antagonistic. But in point of fact tho reverse was
the truth. Both were in the same boat, for if Magchester lost her trade, the
‘Government would lose its revenue, and would be obliged to resort to some
other form of taxation which, considering the suitability and extensive inci-
dence of a tax on clothing and the case with which a customs duty was
collected, would be far more objectionable than the duties now complained of.
The wiscst policy in the interests of both seemed to be. to lcave matters to
take their mnatural course, instead of aggravating by interference any evil,
such as it was, which might exist. The Council had already heard how
small a proportion of the cotton trade was really affected. There was scarcely
a trade furnishing imports to India which had not to suffer to some extent
from local manufacture. We had only to look around at some of the ordinary
_articles wo cdnsur_ned to see that they were produced in India as well as in
England. The competition of which Manchester complained was now but
little more than had always becn encountered from the hand-looms of India.
_And morcover what did the duty amount to ?—5 per cent. ! Mr. Masscy had
remarked with truth that tho Indian import duties were  the lightest in the
world.” TUntil two or threo years ago the English import tariff itself com-
prised a duty on wheat called, like the Indian counterpart, a revenue duty,

and yet no ono thought of accusing England of heing a protective instead of
a free-trado country. )

In accordance with the abovo view it was the desire of the Government,
with the concurrencoe of the Council, to do whatever scemed to be in accordance
with sound policy to prevent what little cvil might bo thought to exist from
assuming through their neglect unduo propoitions, Tho only measure at
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present required appeared to be tho imposition of a duty upon raw cotton
not tho produce of continental Asia or Ceylon, which had thereforo been
provided for in tho Bill. The reservation was intended to save Persian and
similar cotton which was analogous to Indian and usoless for the finor
fabrics. Tha duty would, therofore, fall on Amcrican and Egyptian
cotton, which the Bombay mills might be temptced to import. Another
point was worthy of noto, that tho fact of the duty on imported twist
being 14 per cont. lower than that on cloth gave an cncouragement to
Indian mills to make tho finer cloths from such twist. If it woro thought
by tho English manufacturers that this modicum of protcction was injurious,
no doubt the Government would be ready to consider any representation
they might make on the subject, and might abandon tho policy of
Mr. Laing, who reduced the duty on twist, and revert to that of Mr. Wilson,
who declared in his financial statement of 1860 that he could ¢ discover no
good reason why cotton yarn and twist should be imported at a lower rato
of duty than cotton piece-goods.” If in spite of such precautions the Indian
mill manufactures should assume more important dimensions than at present,
then there appearcd no doubt that the proper course would be, not a repeal of
the import duty with its concomitant resort to more objectionable taxation,
but the imposition of an excise duty. Iome and imported goods would
thus be put on an absolute equality, and tho revenue unobjectionably dc-
rived from clothing would be preserved. At present thero appearcd to bo little
more nced for such a measuro than when in 1861-6G2 Mr. Laing decided
against it. But it would bo well if investorsin Indian mills would bear this hint
in mind and, thus forewarned, Le precluded from charging the Government
with breach of faith to them in tho event of the imposition of an excise duty

at any future date.

Having thus noticed tho question of cotton goods, he would now take up
that of raw metals. Tho Tariff Committee found that there had boen a heavy
fallin all of these, and ecspecially in copper, lead, spclter and quicksilver.
They accordingly rocommended a rcduction of the duty on theso from 7} to
6 per cent.  But for the recovery which had been found sinco the date of
their report to have taken placo in 1874-76, it was probablo that cven a larger
reduction than thoy advised would havo been thought desirablo.  As it was, tho
present Bill adopted their rccommendation, but oxtended it to all the metals

paying 7% per cent.
This roduction introduced the broader question of a reduction to § per
cent. of all tho articles in tho tariff now paying 7% per cent.  Previous to tho
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Mutiny tho normal rate of the tariff had been b per cent. excopt on a few special
articles; but that cvent necessitated heavy increases, and it was not.till 1864
that a roturn even to 7} per cent. was attained. Evor since then there had
been an implied understanding that the 5 per cent. rate would be reverted

to whenever tho state of tho finances would permit. .

Tho items paying 73 per cent. were somo {fifty in number, and comprised
several which could ill-afford the additional impost. In the case of raw silk, on
which the additional rate produced noarly two likhs of rupees, thore was the
anomaly that the homo spinners of Gujrdt and other P’rovinces had to contend
at this disadvantage with imported silk goods payingonly b per cent. duty.
Another important point was, that all tho 74 per cent. articles were falling off.
The average of the last four years was below that of the preceding four by
no less than nine ldkhs of rupees of duty, from which, at 7} per cent., the
falling off in the value of the imports themselves could readily be calenlated.

The amount involved in a reduction of theso articles to 5 per cent. was
very large—no less than seventeen liikhs of rupees !  The reduction from 10 per
cent. to 7} per cent. in 1864 had been recouped to the revenue in three years.
But as in the present case tho reduction would be of one-third instead of one-
fourth, a longer period would perhaps bo required. On the other hand the
railway system had since then Leen greatly developed, and a greater propox-
tionato recoupment might also be expeeted from every fresh reduction of duty.

Cousidering this prospect, and also that the relief would reach very
numerous branches of trade, that it would in some cases be a set-off against
unavoidably increased tariff valuations, as also that trade was belicved to be
generally depressed and the value of silver was low, he was glad to say that
the Government were prepared, with the approval of the Council, to take .
a Lold course, and reduco to b per cent. all ifems except arms, ammunition and
military stores, which would be noticed presently.

Tho Tariff Committee wero instructed, amongst other matters, to consider
whether there were in tho tariff any articles so unimportant that they might
be exempted altogether from duty. The Committco found under this category
only flshmaws, sozille aud singally fish, and shark-fins, tho whole duty on
which was refunded on oxportation. 'To this tho present Bill proposed to add
coffee, becauso two-thirds of the duty was refunded, and tho net sum received was
under £600 a year,  Quinino, it was also thought, might be exempted, both on

-
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liygienic grounds and in the hopo of encouraging tho importation of a purer
article than that which was now received.

All changes in import duties thought to bo projudicial having been ex-
plained, ho would procecd to exports. Tho first item was cotton goods. This
duty was subjcct to the general objcction that it was laid upon a local manufac-
ture subject to sovere forcign competition, and was thus a burden of 3 per cent.
on Indian manufactures in forcign markets. "Where, as happencd to some
extent, the goods were made of imported twist, which had of courso paid tho
33 per cent. import duty, the burden was 6} per cent. instcad of 8. Tho
returns showed a falling off in the trade of late. Ascoal aud iron were relicved
in 1862 on similar grounds, and tho threce Indian Chambers of Commerce,
together with the Committee, rccommended tho measure, the abolition of this

duty was provided for in the Bill.

ITides and skins, the Committce thought, might remain dutiable, as tho
trade was undoubtedly thriving. But considering that raw hides had been
exempted some years ago, and it was an anomaly to tax the industry alone,
especially in the face of competition, abolition was reccommended in this

instance also.

Sceds, grain (other than riceand wheat—the former to bo noticed presontly
ond tho latter already free), oils, and spices were recommended for relicf from
duty by only a majority of tho Committee, who lheld that although individual
oils and seeds might be doing well, the trade as a whole had been ncarly
stationary for some years, and Had to encounfer scvere competitioa from
Amecrica and Russia—countrics holding a great advantage as to freight and
time of rcimbursement of investments. These grounds were considercd to

warrant abolition.

With regard to cxports generally, due weight ought to be given to the
fmportance of relieving the producer, and the indirect returns in land-revenue,
-{ndirect taxation, railway receipts, and especially exchange, which would follow
that policy. By the measure proposed the Indian export tariff would be
reduced to threo articles, all taxablo, for the present at loast, on special grounds.
Indigo and lac werosstillin the main monopolicsin the hands of India, and where,
as might sometimes happen, tbo duty on rico fell on the producer, an excep-
tionally light land tax rendered him able to bear it, and justly liablo to do so.

[}
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It was not possible, Mr. IIorx procecded to stato, that relief from duty of
thoe cxtensive naturc now proposed, and amounting to perhaps thirty.four 14khs
of rupces, could bo given without incroase of other dutics where such a courso
was reasonable, Spirit was an articlo which had long been known as capable of
bearing a higher duty. Two years ago the Bengal Board of Revenue had re-
commended that tho duty of Rs, 8 por gallon should be raised to Rs, 4, in
order to preservo a proper relation with the excise on country-made spirit,
Tho Madras Collector of Customs on similar grounds recommended as much
as Rs. 6 per gallon. As the existing duty was not light and overy rupeo
per gallon was equal to’six 1ikhs of Tupees of duty, an increase to Rs. 4, which
the Committee advocated, was thought sufficient for the present Bill. Na
doubt thero was a possibility that this increcase might check consumption,
but not a probability,-and if a decrease did occur it was likely to bo met by g
corresponding increase in the excise on country spirits,

Liquecurs were at prosent classed with champagne, and paid Re. 1-8 per
gallon. The Committco recommended their being raised to Rs. 8; but con-

sidering that they were a pure luzury, there appeared no reason why thoy
should not pay Rs. 4, as spirit did.

Wines were at presont placed in two classes, champagne and other
sparkling wines, paying Re. 1-8 per gallon, and all other wines paying Re. 1.
On exmuining into the incidenco of this rate the Committee found that claret
and Burgundy . were at this rate paying on an averagoe 20 per cent.
ad valorem , and held this rate to be suflicient, especially in view of the
desirability of cucouraging the -use of such innocuous beverages by Euro-
peans, in proference to spirits. Champagne and the like were found to
pay only from 10 to 15 per cent ad valorem, and the remaining wines 11 per
cent. on an average; so the Committee recommended that the one should be
raisod to Rs. 2-8 and the other to Re. 1-8 per gallon. In Loth cases theincroase
left the duty a littlo under 20 per cent., which could nat be deemed excessive,
sinco tho duty on wines in England was belicved to bo about 23 per cent.
Tho Committeo’s recommenglations were adopted jn the Bill.

It might of course be said that these increases on hoth spirit and wines
wero an addition to class-legislation at the expense of Europeans. There
were, no  doubt, certain well known objections to class-legislation which,

. however, necd not be gone into on the present occasion, as in this case nothing
moro was offeccted than a readjustment of class dnties, apd a very desirable
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ono. Tho long list of articles the duty on which was reduced from 73 to
b.per cent. embraced very many which wero much consumed by Luropeans,
Apparel, for instance, got rclicf to tho extent of a 1ikh and a half; glass-ware,
Re. 80,000; provisions and oilman’s stores, Rs. 80,000; carriages, watches,
pianos, billiard-tables, saddlery, china, stationcry, and other things too nu.
merous to mention, camo in for their share. Soap, for which Europeans were
believed to have an especial prediloction, got a bonus of Rs, 5,000; and even
the Jovers of pipes and cigars were not forgotten.

Arms, ammunition and military stores were tho last item entored in- the
Bill for increase. The Government thought it desirable on politionl grounds

to raise the duty on them from 7% to 10 per cent,

Besides tho increases of duty already referred to, there were a few minor
articles on which new duties were proposed. The rcasons for a duty on raw
cotton had been already given. As to the rato of duty, it was clear that in order
that a local manufacturer using imported raw material might have no advantage
over the importer of a manufactured grticlo who had to pay duty, a duty on
the raw material was required at least cqugl in amount to that paid on such
manufactured article. Theoretically, perhaps the duty on the former ought
even to excced somewhat that on the latter. But in the present case it was
thought suflicient to make the two equal—that is, to impose & per cent.

A small duty on salted fish was found necessary in Bombay, in order to
prevent Indian salters who had to useour excised salt beingat a disadvantage
compared with importers of foreign salted fish, which had no exciso to pay,
The rate had been made noarly equal to oyr excise duty on ralt. JIndigo-leaves
also it was proposed to subject to a special duty, to pr?vcnt the loss to the
rovenue arising from the manyfacture of indigo in Pondicherry from leaves
exported from British India, Duties were likewiso recommended by tho
Committee in their 19th paragraph on a varicty of small articles, in order to
fillup gaps and corrcct anomalics. Their suggestions were adopted in the

Bill, except as regarded bricks, tiles, tallow, and grease.

It was a relief, Mr. Ilope continued, to turn from (!utics whlch' it scemeq
necessary to imposo to tho mention of others wlui:h, though formally
recornmended by the Committee, did not appear expcdl.cnt. .'I'he Comumiittco
suggestcd that six jtems which they deemed Juxyries might be rajsed
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from %73 to 10 per cent.—a mecasure which was fortunately not finan.
cially nccessary, and lay open to various objections. = It was only fair,
however; to those members of the Committco who by their votes carried this
recommendation, to stato that they probably would not have mado it but
for tho belief that some cquivalent must be found for the duties they desired
to remove. 8ilk they proposed to raise from b to 7} per cent. but this placed
silk higher than other piece-goods. They also advised the increase of the duty
on iron from one to two per cont., and the imposition of a 2} per cent. duty
on machinery, which was now frece. The Government, however, were of opi«
nion that it was as important to encourage manufacturing industry now as at
tho time when these articles received the favour they cnjoy. Tho total esti-

mated yicld of dutics thus suggested, but not included in the Bill, was
Rs. 5,10,000.

Having thus explained the changes of all kinds in rates of duty whicl
were comprised in the Bill, he would mention bricfly tariff values. The valua-~
tions of tho Committes involved a net loss of Rs. 2,060,000 on the basis of
1663-64, and they had been adopted in every instance ‘except one. The Com-
mittee were equally divided as to the valuation of shirtings, which it was agreed
among them should govern that of the classes above and below. Those members
whom the casting vote of the President constituted the majority advocated a
higher valuation, Lased on an average of the preceding thirteen months, the
others a lower, in consideration of tho present and future prospects of the trade.
The difference between the two, though only amounting to six pies per pound,
involved about Rs. 1,60,000 of duty. In view of actual quotations since the
"date of the report the adoption of the lower rato was now proposed. Accord-
ing to the cstimates now. preparcd on the basis of 1874-75, and with allow-
ance for nll the proposed changes of duty, the net loss by valuations would
bo Rs. 6,20,000. The actual relief to cotton goods alono was no less than
Ts. 8,80,000, or nearly 11 per cent. of the whole duty paid.

In conclusion, he would trespass but a few moments longer on the patience
of the Council, for the purpose of stating very briefly the financial result of the
entire measure, leaving to the Ilon’ble Member in chargo of the Finances to
to show how that result affected tho Budget and was justifinble on general
financial grounds. The loss by reduction of import duties would be £173,000
per annuny, and that by remission of export duties an equal gmount, or
£346,000 inall,  To this was to bo added, as already stated, £632,000 for tarifl
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valuations, making a total of £408,000 per annum. Against this loss was to ho
placed a gain of £100,000 per annum, composed of £64,000 from spirit, £28,000
from wines, and £8,000 from minor articles. The nct loss was thercford
£308,000 per annum. It would be perceived that the consumer would get
a net reliof of £161,000 and the producer of £173,000. As regarded the
current financial year of courso only two-thirds of these figures wero to bo
takon, as four months of the yoar had oxpirecd. IIe had cvery confidence that
the Council, in view of theso figures and the explanations which had been
offered, would approve of the measure he had had the honour of laying before
them, as being sound and opportune.

The Hon’ble Sir Wirrtax Muir said : My Iorp,—“The Council will pro-
bably expect from me some explanation of the bearing which the measures now
proposed for their consideration will have upon the finances of tho empire, '

« Hitherto no extensive revision of the tariff has been made but at tho
beginning of the financial year and in connection with the budget. Measures of
the kind taking effect during the currency of the yecar aro inconvenient because
of their disturbing influence on the estimates ; and tho present is no exception
to the rule. But it was found impossible to mature tho details connected with’
this revision at an carlier period; and my hon’ble friend has explained the
evils that would have resulted from further delay. It is true that Government
was in possession of the Tariff Committee’s report before the budget was closed ;
but so many weighty questions required careful deliberation, that anything like
immediate or precipitato action would have becn most inexpedient; and in
view of the broad and liberal treatment the subject has received on both sides
of the tariff, the delay will not, I trust, be regretted by the mercantilo

community.

« Formerly all questions connected with Customs were dealt with in tho
Financial Department alone ; but since the establishment of the Departient of.
Agriculture and Commerce, the responsibility has naturally been shared with it.
"The proposals now beforo the Council, framed un('ler the personal guidanco of
Your Excellency, have been carefully claborated in both Departments and, I

may add, have tho cordial concurrence of both,

“ As regards tho chargo of the Bill, it was felt that no one was more competent
to tho duty than my hon’blo friend who has introduced the measure, hoth fromn

Lis intimato acquaintance with the subject and also because, having been himsclf
D
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a member of the Tariff Committee, he was thoroughly cognizant of their
proceedings and the reasons which dictated their proposals. And I am sure
that the Council will feel that the manner in which ho has discharged the trust
has fully justiﬁed the confidence reposed inhim, I think that the thanks of the
Government aro in an especial manner due to Mr. Hope both for his laboura in
elaborating all the details involved i in this important measure and also for the
exhaustive and able speech in which he has placed them before the Council; and
the thanks of Government are similarly due to the Committee for the thorough
and earnest manner in which they conducted their investigations, and for their
complei;e and most satisfactory report of the results of their deliberations.

“The duty now devolves upon me of showing in what way the changes
proposed will affect the estimates of the year, and how our fyture finances \vxll
bear the strain of the loss arising therefrom.

“ And first as to the re-adjustment of Varuations, The Committee estimated
the loss of duty by reduction of values at £76,700 and the gain by increased
values at £50,700, leaving a net loss of £26,000. But there was a difference of
opinion as to the price of cotton goods; and the Government, giving the doubt
in favour of the trade, adopted the lower. valuation of the Minority, thus in-
creasing the net loss to £42,000, A provision to this amount was accordingly
made in the estimates for the year.

¢ But the loss has been increased by further alterations in the tariff, Making
the calculation on the receipts of 1874-75, the reduction on cotton goods
alone amounts to £88,000; whilst against this we have a gain by increased
values of only £26,000, leaving a net loss of £62,000. Of this only two-
thirds, or £41,333, will be incurred during the remaining eight months of the
year: and this is covered by the provision in the budo'et of £42,000, In
calculating the loss in future years, as compared with the estimates of the
present year, a deduction to the extent of this provision should be allowed,
which will leave a sum of £20,000 to be debjted hereafter as the anpual Joss fox:
decreased va.luatxon

¢« T proceed to notice the loss on Inrort duties, In their treatment of the
import tariff, the Committeo confined their proposals to a reduction in the duty"
on metals, estimated at £17,000. They no doubt rofrained from _recommending
any larger measures, not considering themselves at hberty to'do so. But Your
Excellency has happily determined on the broader and bolder course of cutting’
down the duty all round from its present rate of 7} to 5 per cent, 3
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“My hon’ble fricnd was himself in favour of this reduction, though he did
not venture to look for it till somo future occasion; in his separate paper
he writes :—

“ *There is no reason why cotton goods genorally should pay a lower rato than other
atticles, Ihopo that tho next general change will bo a reduction of tho 7§ rato to 5 per
eent.; and I believo that fiscally tho result would bo very satisfactory.’ .

“The Tarjff Committee of 1869 also advocated the same measure.

“ If the finances of tho country,” thoy said, could bear the reduction at
the 7§ per cent. duty to 5 per cent., wo would urgo the oxpediency of the change
by which a considerable measure of rclief would bo aflorded to the commerce of

the country.’

“TLooking back to the various changes which have taken place in the import
tariff, I find that prior to the mutiny, the general rate on British goods was 3}
per cent. on raw products, and b per cent. on manufactured or prepared articles ;
with special rates at 7 and 10 per cent. on certain classes of goods. In 1859,
owing to the deficit caused by the mutiny, the general rate was raised to 10
per cent, and on a variety of luxuries (as tea, coffee, millinery, grocery, &c.)
ps high as 20 per cent.; but this latter rate so crippled the trade that in tho
following year it was reduced by Mr. Wilson to 10 per cent.; and this continued
to be the ruling duty for the next five years. Meanwhile in 1861 cotton yarn
was lowered by Mr. Laing to b per cent., and in the following year still further
to 3} per cent., and piece-goods from 10 to 6. In 1863 iron was brought down
from 10 to 1 per cent.” The next large measure was in 1864, when tho gencral
rate was lowered from 10 to 74 per cont.

«The measure then which Your Excellency has now resolved on, namely, o
reduction of the general rate of import duty from 74 to 5 per cent., brings us back
to the normal import duty that prevailed before the finances were disorganized by
the events of 1857-58, but without the special rates. From this large measure of
yelief wo may anticipate the happiest effects, in the encouragement of cominerco,
and in causing a material accession to the import trade. The expectation is
bascd on experience ; for the rebound, when the duty was similarly lowered in
1864, is truly surprising. The average customns revenue from the articles affected
for the threo years preceding that reduction was £400,000; in the three years
following, it fell to £333,000; but in tho second triennial period (1867 to 1869)
it rose to £404,000, that is to say, the loss was moro than recouped within threo
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or four years, ‘There is a distinction, however; between the former and the
present moasure; that was a reduction from 10 to 7% per- cent., or one-fourth ;
this, from 73 to 5, or one-third; £400,000 duty at 10 per cent. represents a
trade of four millions; at 7} per cent. of five and ono-third millions, - Thus
the former reduction was covered by an inerease in trade of £1,400,000 in threo
years; or at the. rate of above £450,000 a year. To recoup the loss in the
present case, the addition to trade must bo £3,440,000, which, at the former
rate, would tako at the least seven years. But then the present reduction is
Jarger in the proportion of 4 to 3; and we may naturally oxpect that the
stimulus to trade will be proportionately stronger, and more rapid in its
action. Addto this that the railway system has since been greatly estended
and tho facilities for the distribution of merchandiso multiplied. The import

trade will also rcceive a reflex impctus from the relief proposed for the
export trade. :

. “It is true that other causes may also have been at work to creato the rapid
development of trade from 18G4 to 1867; but credit may justly be taken for

the reduction as the chief agent; and the precedent strenothens the position
of Government in its present resolution,

“ Hardly any articles have been removed from the Import Schedule, except~
inge offee which is a home product, and quinine, which was recommended by
tho Committee in 1869, and the cheap and plentiful supply of whicl cannot
but be regarded as a blessing to the country at large. On the other hand,

some minor articles, beforo uccxdentally omitted, have been added; for, consti-
"tuted as the Indian import tariff is with o general reach and incidence, exemp-
tion can only be justified on special grounds, as o. g, with machinery, the
attraction of which is of the highest consequence to developo the resqurces
of the country, or where tho duty is so small that its collection is not worth
tho expense and trouble. TFor any otlier cause, exemption would, under the
present conditions of the tariff, be tantamount to a class-privilege.

“ Bating the set-off from these additions, the loss to our Customs revenue
by the reduction of import duty from 7} to 5 per cent., as estimated on the’
receipts of 1874-75, will amount to £173,000.

“ I now come to the Exrorts : and here the recommendations of the Com-

mittee have (with one exception) beengndopted whole and entive, Every staple
has been swept away from tho list of dutiable exports, but three, The reforns
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now achieved has long been demanded. For 30 or 40 years, it has beon
admitted on all hands that to lovy a duty on the export of our own productions
is tho most vicious form of taxation, oxcopting only where we have ecither
a monopoly of the staple, or such special advantages of soil and climate in
its production as will enable us to command tho market, and so to throw
the increase of prico upon the forcign consumer. As long'ago as 1846,
the Hon'ble Court of Directors stigmatized the lovy of duties on the export of
our staples, because ‘they could not fail to restrict the demand for these
articles, and to render them less able to compete with the similar products of
other countries,” and concluded that ‘all these duties were objectionable in
principle and ought to be abolished with the single exception of indigo.’

“Sin 'W. Muir then quoted a number of distinguished authorities, from that
time to the present, including Sir H. Maddock, the Calcutta Chamber of:
Commerce, Mr. Bullen, Mr. Crawford, Mr. Bullen Smith and Colonel
R. Strachey, who had in the strongest terms denounced export duties, and urged
their abolition. In 1860, the Right Hon'ble Mr. Wilson, thus addressed the

Council :—

“¢ A3 n gencral rule, when the products of our soil have to find a foreign market, and in
cases in which they enter into competition with those of other countries, tho dircct cffect
of export dutics must bo to place our products in those countrics at a disadvantage with
their foreign competitors. ... JVith regard to export dutics on articles which have to competo
with the products of similar articles from other countries in neutral markets, tho first effect
no doubt is that the export duty acts to that extent as a reduction of the prico paid to tho
producer, and is a special tax and discouragement to him as a producer; but a furthor and
serious danger is that your duty may exclude the articlas from the forcign market altogether,

act a3 a prohibition, and thus put an end to, or greatly limit, the production and the demand

for labour. It is this obvious distinction that has mado us 5o desirous to relieve our exports

as the best means of improving our internal resourccs.

« Notwithstanding these vigorous and unassailable protests extending over
the last thirty ycars, the tariff has till very recently been clogged with a vast
number of export duties. Slowly, xmd.one by one, they. have gono. In 1860,
ten, coffee, wool, flax, jute, and raw hides, w.erc freed ; in 1865, silk, saltpetre,
borax, wax and shawls; in 1873 wheat, and in 1874 lac-dye. ) But up to 1867,
no less than 97 articles wero subject to export dues, besides every article
not enumerated in the tariff. A great reform was made, at the recommendation
of tho Committco in 1867, when only 9 articles were retained.  And so the
tariff has remaincd to the present time, when it i3 now left for Your Excellcnuy

or ncarly so, to this bad system.

to givo the coup de grdce,
z

—
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“ Six staples of the country,* all labouring under the disadvantage of foreign
ompetltxon, it is now proposed to free. The remis-

Dut-y.

ion has been recommended in every case by the
# Cotton goods w £ 10,388 5 0, . b C e . y case y.
Grain w  »21815 Committee excepting that of hides. DBut raw hides
Hides (prepared) ... » 15,110 . . .
Oils : " “g40¢ having been exempted in 1860, the maintenance

Sceds 984TS

Snices v " geso Of tho duty would evidently have been a burden
iscollaneous w' w 5 onthe export of tanned and prepared skins, and
Toraz .. ,lgglo thus o check upon a profitable industry. Indeed one

chief merit of the present measures is that unfettered
export will promote domestic manufacture not only in this case but in that
of Cotton goods, Oils, and other commodities, (ns has alrendy been done with
Jute), and so encourage the shipment of our staples in a more valuable shape,
and one that will ensure a higher return.. And we may assuredly hope that India

has now a new réle before her by the growth of a flourishing export trade in her
own manufactures.

“In comparing with by-gone tariffs the Schedule now submitted to the
Council with its three remaining articles, it is hardly possible to believe that but
eight years ago, the export tariff contained close upon one hundred articles,
besides every other commodity that was not therein expressly freed by name.

“From this measure, wo may surely anticipate that a great impetus will be
given to production throughout the country and to the export trade. The saying of
the Wise man is true in this aspect as in so many others; ¢there is that scatter-
eth and yet increaseth, and there is that withholdeth more than is meet and
it tendeth to poverty.” Instances are not wanting of the export of a staple
having been checked with tho view of retaining it in the country; and the
result has been the drying up of its production; scarcity and dearness, -and’ the
eventual impoverishment of that country. On the contrary, the increased
demand caused by free export, will, we confidently trust, stimulate production
everywhere, cause fresh capital to bo invested, and new labour applied ; and thus,
like fresh springs each one contributing jts portion to the flood, the quickened

manufactures and production will from every quarter help to swell tho great
strcam of merchandise.

“This is not to be set down as mere theory or fond expectation. It can be
illustrated from many undoubted examples of the marvellous growth of trade
when freed from the burdens of the custom house.

1 will adduce a few instances
by way of illustration,
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¢ Jure (raw) was made free in 1860. In the five years preceding, the quantity

< —] exported avernged 684,800 cwts,

#Fivo ycars' averago 1855-569 ... c(;:,tsoo 34:600 Vallfo £344,500. In tho five years

W {ggg.gg, ;,ggé,ggg lggg,,ggg ?ndmg 1874-75, tho trade had

noon " 187074 | E700000 | 850000 | increased to an averagoe 5,790,000
cwts., value £8,504,000,*

“Hibes (raw) were cxempted in 1860. In the five years from 1863-G8,
the value of raw hides exported averaged £894,758: in the next five years
£9,355,677 : and in 1874-b £2,677,767.

“The statistics of Tea have a special signiﬁcnnce for the confidence they
' » afford of tho steady growth and

Aversage: bright future of this i.mporttmt fstnple.

, It was made free in 1860; in the

1¥ive Years. Ibs. £ five years from 1863 to 1868, the

190098 oo - e adas | 14008 | overage annual valuo of export was

187475 ... .. [21,187,087 | 1,037,420 |  £519,164. In 1874 it had reached

£1,937,429.
“The growth of the WuEgar trade (freed in 1873) is remarkable, From 1862
Average. " to 1865 the annual export was only
. Cwt. £ tg o i -
1862.65 o 63,557 cwts. : during the last two
1s07.69 o - f;g:ggg lgg:ggg years it has averaged 1,412,500
1873.74 .

187374 } 1,412,600 | 659,000 | cwts.}

“ The rapidly improving aspect of our general Exp.ort tri}do will be clearly
learned from the following particulars, in which quaternial periods are compared
for tho last twenty years. The figurcs are exclusive of the value of raw cotton,
atly enhanced price of which from 1862 to 1865, consequent on the

the gre . .
American war, would havo vitiated the comparison. e
cars 1839 to 1862 ... ver 25,800,000
Averago for:)(:a Toos 1865 ... 23,830,000
» 1867 ., 1870 .. o 83,230,247
» » .. 41,480,643

» » 1871 ,, 1874 .. .
In 1834.35 the total of our cxports to all parts, as Mr. Wilson shows in his
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speech of 1860, was under Fight- millions, It is now more than five times
that amount. . Mr., Wilson goes on to say :—

« ¢ Again, Sir, in 1834-35, tho value of our imports into India was only £4,261,106: in
1858-59 it was no less than £21,366,447 ; and in the prcseut year will exceed £24,000,000 ”
[in 1874-75 it was close on 36 mzllwns] “And this is independent of treasure, to the
average amount of no less than £11,223,107 yearly ... «.  Taking tho exports and
imports of merchandise and treasuro, and there is really no distinction between the two,
wo find that tho trade of India has grown up from a total sum of £13,847,289 in®1833.34 to

one of £60,219,660 in 1858-59. .Can wo dcsire a stronger proof of the steady prosperity of
the country '

“ A bright and promising view; but no one can accuse it of having .been
over-sanguine, when we find the average of the total trade for the five years
ending 1873-74 was ncarly Ninety-five millions, and that in 1874-75 it exceeded
One hundred and one millions, With these facts before us, we may not doubt the
marvellous buoyancy of Indian merchandise, nor question the capacity of the
trade for future expansion in the same ratio ;—or rather, having. regard to the

concessions now proposed and the increasing facilities created by the railway,
in a ratio still more rapid and surprising.

“The loss from the remission of export duty is close upon £173,000, which
(by happy coincidence) is the exact rclief given also to the import dues.
The loss by exchange isa loss to importers, but it is a gdin to exporters.
The importers, therefore, may say that they were in need of greater reliof. This
is of course not stated as an objection, but simply as a suggestipn, in case it
. might scem to render expedient a modification of the expnession “just.® But
this must not be regarded as altogether a dead loss. Tor firsf, the remis-
sion of duty will stimulate the export trade; and that again, by swelling
the amount required in repayment, will re-act upon our imports, and increase
our customs revenue. Second, an increase of exports (until, at any rate, they
shall have been balanced by an equal increase of imports) will improve the
oxchango by creating a greatcr demand at home for the means of remittance to
India; and any improvement in exchange will lighten our burden on account
of the heavy payments made - in Logland. 7Third, the expanded trade will
add to tho railway traffic, and so to its receipts in which Government is directly
interested. And fourth, whatover increases the demand for the products of the
soil or enhances their value, must add to the wealth of the people; and more-
over the Land-revenuo is benefited not only by greater ease and regularity of
realisation, but also (where the scttlements are temporary) by an eventually

-»
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higher asscssment. Theso aro all clear advantages to our finance, which,
though indircct, are not to bo tho less thought of on that account.

“Three articles are still retained on tho export schedule. Of lac and
Duty. indigo* we have practically almost a monopoly, and
'migo - & 24300 g0 the duty, serving to raise the price, falls on the
"o foreign consumer. It is true thatindigo is oxposed
to some inconsiderable competition from America and also to danger from
mineral dyes; and Mr. Wilson scemed to contemplato its eventual remission.
But the Committeo say that the duty (not more than one per cent. ad valorem)
is not felt, and thoy do not rccommend its removal. Itis a trade, how-
ever, which engages much capital and employs much labour, and is descrv-
ing of every encouragement: and I trust thatit may bo possibleat somo future
time favourably to consider its claim to be free. Tho third staple is rice. Tho
propriety of retaining the export duty on it was much discussed some timo
ago. Itwas then doubtful whether the duty had not a prejudicial effect upon the
trade. But of recent years there seems ample evidence that neither produc.
tion nor export is checked by it; on the contrary, both expand and flourish in a
manner quite astonishing. The greator part of tho export is from Burma,
and the position of Burma is peculiar: the land assessments aro extremely
low; and this duty, which is a moderate tax on the profits of tho peasant
proprictors, is the most casy and convenient form of supplementing the
land-revenue. It is clear that, for the present at any rate, it docs not
press; and such boing tho case, we could not afford to give up the large
customs revenue of £600,000 derived from it for any mere theoretiqnl
objection.- We aro fortunate in having here present, in my hon’blo friend Mr.
Eden, tho highestauthority on the subject ; and I hope that he will give us the
benefit of his views upon it.

« T should havo said that there was a fourth commodity subject to the
trammels of the custom-house, and that is opium; for the income derived
from it, under whatever form taken, is in reality an oxport duty. But it
falls on the foroign consumer ; and I think there are few, at the present day,
who would wish to sce the duty on it lowered or tho traflic stimulated.
Rather should it be our object, if possible, even to enhance tho duty.

“ We como now to consider tho total loss for which wo must be prepared.

Upon imports and exports, there will be a loss on each of £173,000, for dutics
) 4
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reduced ; and {as will bo remembered) there is on account of lowered valuations
2 balance to be debited against future cstimates of £20,000, making in all
a total of £366,000. Against this must be put the gain expected from
increased duty on spirits and wines, and the additional articles taxed, amounting
(as Mr. Hope has shown) to £100,000; so that the net loss will be £266,000.
The calculation is made on the returns of 1874-75, a favourablo year. On the
average of the three proceding years, it would be some £25,000 less.

¢ Such, then, is the loss for which weé must be prepared. This is without
taking account of any recoupment, dircct or indirect, from increased trade.
It is also irrespective of enlarged receipts from spirit manufactured in the
«country, the excise on which will be raised, as far as possible, to the enhanced
standard of the new import duty; but against this there may possibly be
some diminution of consumption. All such sources of increase are, however,
.contingent on the future; and to be absolutely safe (so far as safety is possible
in finance) we must look how our ways and means will stand without them.

*TIn the current year,then, there will be no difficulty. Four months of the
year have already passed; for the remaining eight the doss will be £177,334.
The surplus provided in the estimates is £500,000; so that the margin is
ample. And we have every reason to expect that the out-turn of tho year
will be materially better than the estimates. One heavy loss, indeed, there will
be—for exchange; but however high we may take this, it will be far more
than covered by the rising receipts in other branches. It is early, and perhai)s
imprudeat, to calculato as yet the issue of the year. But there are certain
‘branches in which we shall almost certainly be above our estimate. Opium
is already £167,000 in excess, and by the close of the year may probably be
£300,000 to 400,000. In customs we are even now £113,000 above estimate,
:and an equal sum in salt.

¢ So far as can be foreseen, no extraordinary charges aro likely to devolve
aupon wus. The only item of the. kind is the grant of £30,000 for the visit of
Ilis Royal Highness the PriNce oF WarLes. And should the expenditure
-excced that sum, assuredly we shall not grudge it on the auspicious occasion that
-augurs so well for tho future of India, and promiscs to deepen the personal

interest of tho Throne, and one might add of the whole Realm

’ . » in the pros-
perity of this great dependency. '
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* Evorything, indced, looks prosperous at the prosent moment : and although
it would be rash to calculate on the continuanco of equal fortune to tho
close of the year, yet wo may with some confilenco assumo that, oven with
the drain of the present measures upon it, tho surplus of tho year will prove
to be considerably larger than what was estimated in the Budget.

¢ And now as regards future years, the same considerations may induce a feel-
ing of security that the loss, even if in no degreo recouped, would not endanger
tho equilibrium of our finances. Truo, if anticipated, that loss would- have
reduced the estimated surplus of the yecar to £210,000. But, then, we must
bear in mind that the estimate for Opium, though taken at a higher figure
than before, was still avowedly low. It was, in fact, £380,000 below the
lowest income of the last seven years, and £800,000 below tho average of that
period. It is not unrcasonable then to cxpect that we shall, on the average,
have'in the future at least £400,000, or half a million, above tho ecstimate of
1874<76. Then the other main sources of revenue,—Land, Excise, Salt,
‘Customs,—are all in a sound state, and show a tcndency to rise, and that in a
far more marked and rapid way than any increase in the charges of adminis-
tration, It is true that the prospects from exchangoand the depressed valuo of
silver are not encouraging ; but any loss on that account must be small in com-
parison with the sources of enhanccment. And over and above all these
considerations, we have the good hope of an cventual full recoupment of our
loss by the steady growth of trade, incrcased Railway rcceipts, and other
benefits to be looked for from the present measure.

«¢In forming any forecast of our position, it would bo wrong not to take
into account tho contingencies of the futuro in referenco to three cnemies of
Finance,—famine, flood and foe. In so great an empire, wo cannot but expect
from time to time tho visitation of drought and famino in some parts of the
.dominjon. But the expericnce of the past is not discouraging. The special
conditions of the recent famine in Bengal involved, from the inaccessibility of
tho tract, the necessity of an unusually large cxp(.:nditurc. And yet the cost,
ncarly Six millions, was -(as shown in the financial ftatcmcﬂt for the year)
nearly covered by the surplus of the . preccdmgv tln:cc ycars alone.
And it should be remombered that tln's conclusmx} is »not affucted
by the moncy we have been borrowing during that Pcmfl'- All this and
more has been dovoted to the construction of reproductive works whicly,
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Dbesides adding to the revenuo and the prosperity of the country, will even-
tually repay tho interest duo upon them. The dcbt, therefore, will in rcality

prove no burden. The general revenues will not be one whit the worse on
their account.

« As respects floods, wo are no doubt frequontly exposed to them; but
I do notrecollect any instanco in which they have seriously affected our receipts.
During the past year thore were serious losses from this cause both in

the Madras and Bombay Presidencies; but they hardly told perceptibly on
tho rcevenues of tho year.

“ As for war, it is of courso entirely boyond.the scope of any computation,
and wo can only trust that there may be *peace in our time.’ But bating this
last contingency, we have, I beliove, every ground of confidenco that, our
receipts will continuc to be in excess of our normal expenditure; and that

cven after the drain upon them caused by the proposed measures, we shall
havoe a sufficient and an improving margin.

“There is ono other conclusion to be drawn from this brief review of our
finnnces. It will have been clear that, even if it had been on other grounds
expedient, our position would not have admitted abandonment of the duty on
colton imports. The loss of £800,000 could not have been undergono
unless wo could have substituted for it some new sourco of taxation; that is to
say, wo should have to give up a productive source of income, the pressure of
which, though of wide incidence, is not appreciably felt by the people, and in
its stead imnpose some new measure that could not fail to harass and irritate
the people. I hardly think that any one could scriously contcmplate the
alternativo. Indecd tho arguments of the Committee, as clearly enforced by
my honourable friend, are conclusive against tho necossity for any change.
Tho competition from domestic manufacture affects at the most only Four out of
Eighty lakhs of rupces of duty, that is only one-twenticth part of the trade. If
the coarser commodity so affected could have been treated separately, it might
have beon exempted altogether ; but, as Mr. Iope has shewn, there are insupcr-
able difficulties in the way. No doubt, tho argument is theoretically correct
that where a commodity is produced at home, wo should cither free tho import of
that commodity, or exciso its production to an cxtent cquivalent to the import
duty, or altogether prohibit its production. But if IIon’ble Members will cast

- -
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their eyo down tho import schedule, they will find hardly any articlo which,
in consequenco of tho vast arca and varying conditions of our soil and climate,
cannot be more or less produced in somo part of our dominions. Tho argu-
ment, however perfect in theory, would prove too much in practico; for I presumo
no ono will contend that, in deference to more theory, wo should surrcnder
our whole revenue on imports, of £1,700,000. And, in point of fact, tho duty
is 50 low that it camnot perceptibly affect the trade. This was evidently
the opinion of Mr. Laing. In his financial statement of 1861, when
vigorously denouncing all protective duties, and  asserting that they ¢ cer-
tainly could not be maintained for a couplo of ycars,” ho at the same
time admitted an exccption where the import duty was ‘so small that it
would bo palpably not worth whilo to establish a countervailing systom of
excise.” The duty on cotton piece-goods was then 10 per cent., and that on
yarn (reduced by him to) 6 per cent.; it is now but 5 and 3% per cent.,
respectively. His views are still more explicitly stated in tho following passages
delivercd on the same occasion :—

¢ ¢ Pree trade does not mean that there shall bo no taxes; but that taxes shall bo levied
solely with the view to revenue, and not partly for revenue and partly for protection.

“ ¢ That every Customs duty on an imported article should have a corresponding excise duty
onsimilar articles produced at home, has therefore become an axiom ; and it admits of only ono
exception, where the amount of import duty is so moderate, that it does not seriously aflect
trade, while it makes it obviously inexpedient to establish an exciso machinery for tha sake of

levying a trifling duty.

¢ ¢ This is the case with regard to corn in England, where a duty of la. aquarter equal to §
per cent. on the cheaper sorts of forcign grain is retained, und it is precisely our caso with regard

to piecc-goods.

¢ We cannot dispense with Customs dutics on our imports generally; and whilo this ig
the caso, no reasonablo mun can object toour retaining an old accustomed dutly of 5 per cent.

on manufactured goods.’

“Tho argument is sound, and on tho present occasion most pertinont.
The trade flourishes under tho duty, and the imports indecd wero higher
last year than cver, oven although burdencd with an excessive valuation.
The trado will now reccive material relief in that respeot ‘to' the cxtont of
£88,000, or 11 per cent. of the entire duty hitherto paid, and it must not be

forgotten that the Government has specially favoured this branch of mercbandiso
a
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by adopting the lower valuation of the Minority of the Committee, Morcover
in common with all other imports, the cotton trade must benefit in the
increased demand, which wo trust will follow tho freeing of the export traflic,
in repayment of growing shipments to Europe.

¢ T must apologize to the Council for having detained them so long; but
the measure which I trust they will shortly passinto the law of the land, will, I
am sure, form an important era in the history of the Indian tariff; and
although the effect upon the finances is by no means serious, yet the interests
involved aro so weighty, that the subject demanded a review in all its bear.
ings so far as it lay in my power to furnish it. And I trust Your Excellency
will allow me to congratulate you on having carried this important reform
so near to its conclusion ; swept away the last financial trace of the mutiny 3
and placed the tariff for the first time on anything approaching to a sound
and consistent basis. I hope that even within the period of your own Vice-
royalty, Your Excellenoy will witness the success of this reform financially
in the increaso of trade, and still more, under the blessing of God, in deve-
loping the wealth and advancing the welfare and prosperity of India.”

The Hon'ble MR. Epex said :—* There can, I think, be no doubt as to the
soundness of the policy by which the Government has been guided in making
the alterations of customs duty just announced by the Hon'ble Mr. Hope.
Coming at a time when trade generally is slack and depressed, they give relief
to nearly every branch of trade, either by o direct reduction of duty from 7}
to 5 per cent., or by a modification of the fixed valuation on which duty
is assessable, or, in the caso of exports, by their removal to the free list.
In wmaking these changes, I think that Government has gone quite as far as
it safely can go for the ‘present. Possibly the Manchester trade may not be
satisfied and may consider that sufficient concession has not been made to their
represcntations regarding the injurious effect of the present duties on the cotton
trade. But, as explained by the Hon’b!o Mr. Hope and by the Tariff Committee,
their expectations were not altogother reasonable and wero not warranted by the
actual condition of the trade.. Still they have reccived very material aid by the
reduction of the fixed valuation' on cotton goods, which is equivalent to a

surrender of £80,000 of the duties now levied on such goods, being 10 per cent.
on tho total collections on that head.

Tt is not, however, nocessary for me to follow the Hon’blo Mr. Hope and
Sir W. Muir through thoe different changes which have been mado ; but with
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referenco to what has been said by Sir W. Muir regarding tho main-
tenance of the oxport duty on rice, I wish to make a few observations, as it is a
subject in which I am particularly interested, and regarding which I havo had
special means of observation. As Sir W. Muir has observed, this oxport duty
on rice has for some years past been very strongly attacked by those who think
that all export duties are unsound in principle and indefensible. Fully admitting
the principle as a general ono, I have always maintained that there are special
circumstances under which export duties are perfectly justifiable and are an
excellent form of taxation. This may be either where we have a complete
monopoly of the trade in the article in forcign markets, or whero, asin the case
of tho rice trado, there are special circumstances connected with its production
which render the duty innocuous while it at the same timo yiclds a very large
revenue. The duty on rice comes under this last condition, and I think I shall
be able to show by incontestable figures that the foreign rice trado is in a
singularly prosperous condition, and that it is developing and progressing in a
degree which is almost without precedent in any branch of the export trade.

“In taking figures, it will be best to confino my remarks to what are called
tho rice ports, thatis to say, the ports of Burma, which have really almost a
monopoly of the trade with Europe in the cheap and common kinds of rice.
Bengal is affected by a number of considerations which do not affoct tho Burina
trade, and exports a great deal of superior rice on which the duty falls very
lightly. Not many years ago the advocates of the abolition of the oxport duty
on rice brought great pressure to bear on Government, and by declaring that
the Burma trade was declining in favour of the trade of Siam and Cochin
China, very. nearly succeeded in making Government sacrifico tho import-
ant revenue which these duties afford. ITow far they were from being justified
in their apprehensions will be apparent from the following figures. The duty
on rice was raised in 1867 ; the amount exported in the two years bofore this
rise of (iuty was—in 1865, 380,000 tons, in 1866, 340,000 to.ns. While in 1872
the export under the duty had risen to 660,000 tons, in 1874 it was 760,000 tons,
up to the latter part of July of the current year it hn.'s 'reachcd 60(?,000, while
there are between 200,000 and 300,000 tons remaining to bo shipped. The
foto.l surplus crop for this year is mnot much less than 900,000 .tons, or
nearly treblo the export which took placo bcfor'e th? duty was r:.uscd, and
if this is all shipped, as I believe the bulk of it wnl.l .bo to f"orc.ngn.ports.
it represents a revenue of £450,000, or nearly half a million, and it is this that
the Government of India is asked to surrender for the sako of supporting a

theory.
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“Tn 1872, the Government of India invited from the Local Governments an
expression of opinion on this subject. In replying to this call, the Government
of Madras, while objecting to tho duty as a matter of prineiple, admitted that ¢ the
géneml opinion seems to bo that the duty exercises no appreciable influence on’
the trade,’—a view which is completely borne out by the return of rice exports
from Madras. In the Lieutenant-Governor of Bengal's reply it was said that
‘tho export of rice keeps up pretty steadily, though it of course varies with the
harvests and the price of grain in Bengal and Europe. The rice export flourishes’
and improves, notwithstanding the small duty it has to bear. Almost every one
of the roporting oflicers says that no ryot, landholder, or dealer in the interior of
the country, even knows of the existence of the duty. So far, then, as Bengal
is concerned, the Lieutenant-G overnor does not consider that the rice duty
should be the first tax for reduction or abolition.” The Chief Commissioner of
Burma strongly upheld the continuance of the dutics on the ground of the

enormous dovelopment of the trade and the peculiar circumstances of Burma.
o said— -

“*It is quito clear from this that tho anticipations of thoso opposed to tho imposition of
theso rico duties have in no way been fulfilled. It has been said that we could never com-
pete, weighted as wo are, with Saigon and Bangkok, the rico of which ports is subjected to

nodutics. The results, on the contrary, show that thoy are quite unable to compete with us,
and that they have been beaten altogethor out of the European markets. Indeed, the rice of
those countries would nover have entered the European market, had it not been that there was
in 1868 a very large harvest in China, and the home supply of that country was such as to
mako the foreign rice a drug in the market. Under these circumstanccs, Saigon and
Bangkok had no other courso but to ship to Europe; this they did and wero supposed to
have becomo dangerous competitors, though, after all, the quantity they shipped to Europo
was very insignificant, Bangkok sending in 1869, 53,000 tons, Saigon, 31,260 tons, a very smal]
export compared with the 560,000 tons which Burma is sending this scason. The experi-
mental oxport from Saigon and Bangkok, however, was a failure; their rico did not suit the
European market and fetched £1 to £2 per ton less than tho Burma rico; and, as a natural
consequence, as soon as tho rico market in China resumed its' normal condition, the exports
from Saigon and Bangkok ceased, and the wholo tradoe again fell into the hands of Burma,
It must bo prominently kept in view that the natural ports of supply for China are Saigon
and Bangkok, tho natural ports of export to Europe are the Bura ports. It may be taken
as an undeniablo fact that so long as the rico supply of Siam and Cochin China are not
capable of meeting the wants of China, we shall b called upon to make good the deficiency ;
whenover they are capable of meeting this demand, no rice will go from this to tho East. On

tho other hand, so long as thoso ports can obtain a market in tho East, they will not
endeavour to compete with Burma in the European market.’

“This view of the little danger to be apprchended from the competition
of the Easteml)orts with Burma, has been fully confirmed by tho returns of
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subsequent years. Even in 1874, when Burma was called upon to supply rice
in largo quantities to meet tho Bengal famine and when prices wero high,
Saigon only sent to Europe 14,000 tons, whilo Bangkok sent 3,000 tons.
During the first half of the current year, while Burma has exported 600,000
tons, Saigon has sent none to Europe, and Bangkok under 8,000 tons.
In the same letter the Chief Commissioner showed that, owing to the
kecn competition in the rice trade the merchants gave to the producers the
full amount which European quotations enabled them to give, and that if the
duty was taken off, it would not in any way affect tho price to the consumer,
but would be added to the prico given to the producer. Competition with
foreign markets therefore was not affected by the duty, which fell wholly on
the producer. The opinions of some of tho leading rice merchants were quoted.
One merchant said : ‘At the present moment if the rice duty were remitted,
I donot think it would affect the gross cost of rice intended for the European
market.” Another said that the duty had not affected the trade: ‘In fact,
in spite of the heavy export duties the trade has steadily gone on developing
and increasing, and the cultivation of paddy seemsto be extremely profitable
to the cultivators, who are ycarly increasing their cultivation, The export duty
falls oxclusively on tho cultivators’ A third merchant said that he believed
that the duty falls entirely on the producer, in fact, the duty may bo regarded
as an indirect tax on the grower. And he goes on to say that ‘ wero tho duty
repealed to-morrow, the price of paddy would immediately advance proportion-
ately, thus benefiting the producer entirely and not even in the slightest the-
shipper.’ Thus clearly those interested in the trade do not agree with those
who maintain that because export duties are wrong as a general principlo,
therefore their continuance must strangle the trade.

¢ Tt has been shown that the duty falls on tho producers, the real test as to
whether this is mischievous is the extent to which it has hindered production.
Novw the amount of land under rice cultivation in British Burma in 1870-71
was 1,709,490 acres, while in 1873-74 it had run ult to 2,061,568 acrcs, an
extraordinary increase when wo recollect that the agricultural population of
the country is only 1} million, and that therefore under ordinary circum-
stances and with normal profits tho cultivation of new land would be
a matter of time. In the one year for which we have the latest rcturns,
1873-74, the incrcase of cultivation was 206,578 acres. In the faco of
theso facts it is quite” impossible to maintain that production has been

impeded by tho duty. The ground upon which the maintenanco of the rice
u
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duty has always been advocated by the authorities in Burma i is, that it does fall
cxc]uqlvely on the producer, and that it is therefore an admirable way of supple-
menting the land-revonue. It is most important to keep the land-revenue as
light as possible, Burma is peculiarly situated ; it has a vast territory buta
scanty population; it is however surrounded by Foreign States from which we
desire to draw. the surplus population, and we have hitherto been most suc-
cessful, but this can only be done by placing on the land a very light assess-
_ment, and supplementing it by a rice duty which the poople pay without
knowing anything about it. To make our revenue system compare favourably
with the system of taxation in the Native States from which wo draw our
immigrants, we must keep our taxation out of sight as much as possible.

T trust that I have succceded in showing that the rice duty has not
injuriously affected the trade or the producer, that if it were surrendered it
would inflict & scrious injury on the revenues of the country with absolutely
no corresponding advantage to compensate for the sacrifice, and that the result
would bo sooner or later that we should have to substitute some oftensive and
objectionable tax for one to which no one has raised the slightest practical

objection and which is collected in the manner most in nccordanco with the feel-
ings of the people.”

His Excellency Tne PresipeNT said :—¢“ Mr. Hopo has so clearly put before
us the reasons which induced the Government to appoint a Committeoto revise
the Indian Customs Tariff, the recommendations of the Committce, the exten-
sion that tho Government has been able to give to those recommendations, and
the financial cffect of the Bill which he has introduced, that I have little more
to say upon tho Bill itsclf than to express my cordial concurrencein the thanks:
which Sir William Muir bas tendered on the part of the Government to the Com-

" mittee, and especially to Mr. ITopo himself both for his services as a Member.
of tho Committce, and for having accepted the task, which le has so ably
performed to-day, of cxplaining tho subject to the Council.

«“Without dwelling upon details that have alveady been fully discussed, I

desiro to say a few words upon the gencral considerations which govern the
Customs dutics of India.

“Tho Government of India possesses the advantage of heing closely asso-
ciated with tho Government of England—a Government which has taken the
lead in adopting and develuping the principles of frce trade ; and wo must expect
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to sco our financial policy judged by a comparison with that of England—
judged, that is to say, by the highest standard in the world.

“Indian statesmen have always acknowledged tho principles of rceent
English finaneial legislation to ho sound, although owing to differences between
thetwo countries it has been impossiblo to carry them out as completely in India
as in England, Indian statesmen have nover regarded Customs dutics as '
desirable for the purposcof protecting the products or manufactures of Indin.
Mr. Wilson, Mr. Laing, Sir Charles Trovelyan, Mr. Masscy, and Sir Richard
Templo havo all been thorough freo traders. In India, equally as in England,
protection has been regarded as an exploded doctrine, contrary to the general
interests of the country which imposes protective dutics. In India, equally as
in England, the doctrific has long sinco been abandoned that the mother
country should favour colonics or forcign possessions by Customs tariffs or navi- -
gation laws; as well as tho corresponding doctrine that colonies and forcign pos-
scssions should adopt Customs tariffs or other financial measures which favour
the mother country against tho interests of the colony.

¢« At tho timo of the American War, Sir Charles Wood, who was then Scere-
tary of State for India, was pressed to take certain measures for inereasing tho
export of raw cotton from India to England. ¢ Whatever,’ he said, ¢is for the
“rcal intercsts of India, I will do, and do willingly, but no more.” IIis posi-
tion was never challenged ; and in all financial questions the truo interest of tho
peoplo of India is the only consideration which the Government of India has

to regard.

“The general principles, then, which should guide us are agreed upon both
here and at home; and, if we cxamino our Customs tarilf by the light of those |

principles, wo must frankly confess that thero is niuch to amend.

¢ A considerablo revenue has hitherto been raised by export duties upon
articles of Indian produce which are subject to the competition of articles pro-
duced in other countrics, and there cxists also what I can only call the monstro- .
sity of o duty upon the export of Indian cotton manufac.:turczf. . Such (']ut,'ps
aro of coursc altogether inconsistent with free trade. Sir William BMuir hay

told us that they have only been retained in consequence of tho necessity of the
aholished from time to time; and that an intention

abolish the rcmainder as soon as the condition
The measure which T hope will to-day Lo

casc; that many have been
has frequently heen expressed to
of the finances would admit of it.

a—
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passed into law is a very substantial advance in this direction.. Grain, scods, oils,
spices, hides, and cotton manufacturcs will bo freed from export duty, andonly
threo articles of export—rice, indigo, and sholl-lac—will hercafter be taxable.

¢« Although our dutics upon imports are not soopen to objcction as those
upon exports, much still remains to be done before our import tariff can be
regarded with satisfaction, If the English and the Indian tarifls are compared,
it will bo found that in England Customs duties aro imposed on a few main
articles of consumption—such astca, coffeo, sugar, and wino which cannot be
produced in England,—tobacco whose production is prohibited—and spirits upon
which an equivalent Excise duty is imposed. The reason why such simplicity
hasbeen found practicable in the English tariff is that tho wealth of the country
has sufliciently inoreased to admit of alarge revenue being derived from a few
articles; and, morcover, that some of the principal articles of consumption in

England are the products of tropical countrics, and cannot be produced in
England,

¢ Tt is only, howover, under the most favourable external circumstances,
after tho lapso of many years, and g great progress in edugation and wealth, that
this result has been achieved in England : it has indeed heen for the most part
lrought about within my own Parliamentary yecollection. No other nation in
tho world has as yet been able to como up to the English standard, on account

oither of disadvantagesof position or of the predominance of unsound doctrines
of finance,

¥ In India wo cannot hope as yet to arrive at so simple a tariff upon imports
The reason is that India is a far poorer country than England, and thercfore we
cannot ohtain a large Customs rovenue upon a few articles, and are obliged to
draw a larger numbey within our net. Morcover, India is a country which
possesses, cithor in existence or in embryo, tho means of supplying all the ncces-
sarics, and many of the luxuries of life. Indeed, with the exception of wines
and somo classes of spirits, there is hardly any article imported from abroad
which could not be produced in India; and, in order to obtain any substantial
revenue frorn dutics on imports, we are forced to tax articles which may bo, and
many of which actually are, produced in India; and so far our import dutics,

although low in amount and imposed for revenue purposes only, may have had
somo protectivo cilect. '

“Tho theoretical conclusion is obvious—that, in order to bring our tarift
into absolute conformity with the latest development of English financial legis-
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lation, all import dutics, oxcepting thoso on thio few articles which India cannot
produco, or upon which an cquivalent Excise duty can bo put, should he aho-
lished, and other means should be feand of raising the revenuo which would bo
sacrificod.

¢ But Lagroo with 8ir William Muir that tho practical conclusion is ontirely
the rovorse. India is @ country in which thore is but littlo choico of new
sourcos of taxation : it would bo diflicult to replaco a largo amount of revenuo
excopting by an Eiciso duty on tobacco or by some kind of dircet taxation, - I
am satisficd that such a chango would not bo desirable cven in a financial
point of view, Tho army of tax-gatherers, on low pay, whioh would be let
looso over tho country to collect a new Excise, would probably involve a larger
chargo to'tha Government than the cost of collecting tho Customs duties ; and,
what igf of more importance, Ly the imposition of a new Exciscduty or of dircct
taxatjor under tho best arrangements that- could be mado to levy cither, the
people of India would, in my opinion, havo to pay a larger sum than they would
‘gain by tho reduced cost of tho articles which would be affected by tho nbo]ﬁ-

tion of our Customs duties.

« Put thisis not all. Ihave no hesitation in asserting that tho political
ovil of giving up owr Customs duties, or a largo purt of them, and of imposing
frosh taxes in their placo, would be great. Whatever may Do tho ohjections to
Customs dutics, they possess the advantages of being collected casily and paid
without pressure. Theso advantages aro of pecu'iar importanco in India, whero
now taxcs are particularly liablo to occasion popular discontent. To substituto
dircet taxes or now Exciso dutics for the Customs dutics which are now imposed
upon forcign goods, scems to mo to e a policy which Would. ho contrary to tho
interests of tho people of India, and which no statesman with a knowledgo of
India and a scnse of responsibility could be found to propose.

«Under theso circumstances suceessivo Governments havo dono all that
twas feasible, From timo to timo, as Sir William Muir ]u.ns pointed out, m'!;iclcs
of importance to tho development of the resources of .Indm—such as machinery
and iron—havo cither been entirely relieved from dut):, or tho duty has been
reduced to a very low amount. ‘We propose now, leaving all exceptionally low
dutics as they stand, to reduco tho present general 1:ato of 7% per cent. ad valorem
upon imports to tho old rate of 5 per cent.,—a rato imposed entirely for purposcs

of rovenue, and which cannot bo fairly described as protective.
X
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« T need not detain tho Council with many observations upon tho eflcet
of tho import duty upon cotton goods after the exhaustive manner in which
Mr. ITopo has dcalt with that subject. Indeced tho general romarks I havo
alrcady mado upon our tariff aro suflicient to show that we could not give-up
so large an item of revenuo as the import duty on those goods, which brings
us in moro than £800,000 o ycar. It is to bo obscrved that, while wo arvo
only now ablo to reduce our general rate of import duty from 7} to b6 por cent.,
tho latter rato has been adopted since the year 1862 for cotton goods, whilo
cotton twist has been charged with & duty of only 3} per cent.  Mr. ITope has
shown that tho competition of tho Indian manufactures is confined, owing to
tho inferior quality of the raw cotton produced in India, to the loiver classes of
goods which form but o small part of tho whole trade.

¢ Tt is difficult to draw a perfectly accurato comparison between the ymports
of cotton goods over & serics of ycars owing to alterations in the taiff valua-
tions. The annual statement of Trado and Navigation furnishes tho follow‘fng'
figures : — ) B
\
“In the three years from 1859-60 to 1861-62 the average annual value of k

tho imports of cotton twist, yarn, and picec goods was in round numbers

£11,000,000.

¢ In the four ycare from 1862-63 to 1865-66 the average annual value was
£12,160,000. ‘

¢ It will bo remembered that tho duty was reduced in 1862, and the tarilt
valuations weve raised in 1864; but the high price of éotton goods which pre-
vailed owing to the American War must have had a prejudicial  effect upon
imports. '

“T omit tho financial year 18G6-67, s it only embraces 11 months.

“In tho four ycars from 1867-68 to 1870.71 tho average annual value was
£17,966,000.

¢ In tho four years from 1871-72 to 1874-75 tho average annnal value was
about tho same—that is to say, £17,970,000; but the tarilf valuations weres
Jowered in 18G9 by about 15 per cent. ; and, if allowance bo made for this, there

would bo an inerease of about a quarter of a million over the averaee for: the
. . .
preceding period.
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“In tho ycar 1874-75 the valuo was- £19,387,270, which is tho highest
return for any year of the period which I have roviewed. I knowit is stated
that tho trade of last year was not prosperous; Lut looking at these figures
together, and making cvery nccessary allowanco, I ean sco nothing in them to
lead us to supposo that the demand in India for English cotton manufacturcs
has diminished or is likely to diminish.

‘ On the contrary, it is moro probable that asthe demand for English cotton
manufactures has hitherto steadily progressed, notwithstanding the competition
which Las always cxisted in tho lower classcs of goods from Native hand-loom
weavers, so it will continue to progress, although the lower classes of goods
may in futuro bo produced in the Indinn manufactorics cheaper and better than
ithey havo been by hand-looms.

“\While, however, for the reasons given by Mr. Ilope and Sir William Muir
wo sco no reason for remitting the duty, wo have gladly given substantial relief
to the trade in cotton goods by a reduction of their tariff valuation. Wo have
preferred tho lower valuation recommended by tho minority, and relief to tho

.extent of no less than £88,000 per annum, as compared with the duty paid
last year, will be given to tho imports of cotton manufactures.

“Tho only increaso of duties which we propose, putting aside somo minor
items, is to raiso tho import duty upon spirits and wine. Weo think that wino
may fairly bear a moderato incrcase, and spirits are undoubtedly a legitimato
subject for increased taxation. The Excise duty on spirits manufactuwred in
Indin willas far as possible Do raised in the samo proportion as tho Customs
duty on imported spirits. The principle by which tho Government is guided in
the taxation of spivitsis cxactly the reverse of that which is followed in regard
to other imports. Tho gencral principlo is to imposo low duties, and to roly upon
increased consumption foran cxpansion of revenue. In dealing with spirits, the
principlo is to impose as high a duty, whether by way (.)f ‘C.ustoms or Excise, ag
cnn bo levied without being defeated by smuggling or illicit manufacturo.

« iy William Muir, who has especial chargo of our finances, has shown
that we nced not apprchend any disturbance of the cstimates of the current
alterations in tho tariff which wo proposc .to make. Tlc has,
morcover, given us good reasons to anticipato that the rehcf‘ we are about to
givo to trade will involve no ultimate loss to the revenuo. . For my own part,
taking into consideration tho indirect, as well as tho direet, ndvantagc.s: to
the revenuo which will bo derived from tho proposed measures, I helieve

year from the
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thot thoy w ill provo ﬁnancmlly successful. I lmo {hercforo no hesitation in
1ccommoudmfr them to tho approval of tho Council.

“ Shm tly stated, thoy aro as follows :—

Export dutics ‘will bo abolished wlnch last year producoed a rovenug
of £178,000.

Import dutics will bo reduced which last year produced a rcvenue
of £178,000.

Twmport duties will be imposed which are estimated to produce a revenue
of £100,000.

The tarilf valuations will bo revised at a net loss to the revenue of £62,000.

Tho whole nct relicf caleulated upon the Customs receipts of last year will
bo £308,000.

« Notwithstanding this, the Customs revenue for the financial year 1876-76
is not expected to fall short of the estimate by moro than £170,000 for reasons
which have been fully explained to us. Tho result in future ycars dcpcnds
upon tho corrcotness or otherwiso of our anticipations that tho loss will be
speedily met by a substantial increaso of other sources of revenue.

«T do not daro to borrow the proud mectaphor with which Mr. Gladstone
illustrated o policy similarin charucter, hut on a far grander scale than that
which we propose for the abolition and reduction of Customs duties. Ile
likoned it to the treo of golden leayes described by Virgil; from which his
‘hero was ordered to pluck a branch, and on whose trunk the moment one
branch had been plucked another took its place. In the languagoe of the
Yoct—

“ Primo avalzo non deficit alter
Aurous; et siwmili frondescit virga metallo.”

“Wo in India, pursuing tho sane course at a respectful distanco, may be
allowed to deaw upon the great scholar of the Latin Poct for a less ambitious
metaphor, and to use the language in which Danto describes a similar legend—

* Qual cgli scelco
L'umilo pianta, cotnl i rinacquo
Subitamento 14 ondo la svelse.”
# As ho sclected overy humblo plant,
Wherever onoe was pluck’d another thero
Rescmbling, straightway in its place nrose.””
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“We beliovo that tho humble plant wo aro about to pluck will, if not at
once, assuredly cro long, bo replaced by a healthy and vigorous offspring.

“I am glad to embraco this opportunity of making some observations
upon tho gencral condition of tho finances of India.

“ Dwring the last threo ycars it has not been nccessary for the Qovern-
ment to propose any fresh taxcs; and, consequently, under tho provisions of
the Statute by which this Council is governed, there has been no oﬁportunity
for the Financial Member of Council to mako tho Budget statemont which, in
former yecars, under less fortunato circumstances, used to bo looked for with so
much anxicty. Ido not regret that the necessity for annual budget discussions
has ccased to oxist. On the contrary, I look back with satisfaction to the fact
that no fresh taxes havo beon imposed during tho past threo ycars; and I
agree with the high authoritics who hold that the annual discussions wore
open to the objection of raising apprchensions of additional taxation, or at
least of leading the public to expect changes every ycar in the financial
arrangements of tho State. Such changes in England are well understood and
regarded without apprehension, but in India they aro liable to bo exaggerated
and to disturb the minds of tho people. Thero arc nono of tho constitutional
rcasons for annual discussions which exist in England, and tho consideration
of financial measures by this Coungil only when thoe neccessity for them arises
is, in my opinion, both more in accordance with our functions, and more calcu-
lated to maintain the stability of Indian finance than such annual discussions.

“While, however, thero havo-becen no annual budget statements in this
Council for the last three years, thero has been no concealment as to the state
of our finances. Tho Government of India has always pursued tho wiso courso
of giving the fullest publicity to everything rclating to the financial condition
of tho State, and wo publish with the most ample explanations our annual esti-
mates and accounts, together with every other information which bears upon

trade and finance.

“In order to place beforo tho Council, as clearly as I’ can, the present
financial condition of India, I will take tho statistics of tho four last financial
years, heginning with tho ycar 1871-72, and ending with tho ycar 1874.75.
TFor the first three years we havo the final accounts, and for tho last wo have

what are called the ¢ Regular Estimates,” which usually approach very closcly
K
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to the actual rosults.. I will first compare the ordinary revenue of cach year
with the ordinary expenditure, omitting tho charge which we have had to
defray on account of tho Bengal famine, and omitting’ also the expenditure
which has been incurred in the construction of rail-roads and irrigation works,
which, in the accounts, are classed as ¢ Extraordinary.’

. “7The revenue exceeded tho expenditure in the year 1871-72 by £3,124,177;
in tho ycar 1872-78 by £1,765,672; in tho year 1873-74 by £2,071,937; and
in 1874-75 it is cstimated to cxcced the oxpenditure by £1,889,000. In the
four years, therefore, thero appears upon the face of the account to have been
a swrplus of revenuo over expenditure of no less than £8,850,786.

“These figures, however, present the account in rather too favourable a
light. Certain deductions, with tho reasons for which I need not trouble the
Council, should be made from the revenuo in order to show the correct balance
between income and expendituro. I calculate these deductions to amount in
the four years to £1,738,253, but, after making them, the surpIus still amounts
to the goodly sum of £7,112,633.

“Tho expenditure upon famino relicf in 1873-74 was £3,864,673, and the
estimated expenditure for 1874-75 is £2,442,000, giving a total of £6,306,673.
After charging the whole of this expenditugo against the ordinary rcvenue of
tho four years, there remains a surplus of £805,860. I am informed that the
accounts for 1874-75 will probably show o larger inercase than usual over the
Regular Bstimate, and we may confidently anticipato that, after defraying the
famino charges, there will remain a surplus of revenue over expenditure in the
four years of not less than a million sterling.

“In a Resolution of the Government of India last year wo expressed our
opinion that, ¢besides a fair surplus of income over ordinary expenditure, such
» margin should be provided as would constitute a rcasonable provision for
meeting oceasional expenditure upon famines.” The financial history of the
last four years shows that such a margin has been amply provided. Wo have
met a very large expenditure for famine relicf out of tho ordinary revenue of
four ycars, with a substantial balance besides. It may interest the Council to
know that when o calamity of the same kind foll upon Great Britain, in con-
sequence of the failure of the potato crop of Ircland, only two millions out of a
total expenditure of about ten millions was defrayed from ordinary sources of
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revenue, the remainder having been raised by loan and not appearing, according
to tho best information I can obtain, in the accounts of ordinary income and
expenditure.

* In several despatchos which successive Scerotaries of State have addressed
to the Government of India on the subject of finance, a desivo has been ex-
pressed—more I think in the nature of a hopo than of a confident oxpectation
—that tho Indian finances might show an annual surplus of more than £500,000.
It will bo scen that our surplus in four years has amounted to £7,000,000, or
more than three times the sum which the Ilome Government has desired.

“This satisfactory result, moreover, has been accompanied by a consider-
able remission of taxation. In the ycar 1873, the Income tax, which duriag
the preceding two years had produced a net sum of £1,362,570, was allowed to
lapse. The Southern Customs Line, which drew its long and obstructive longth
of 800 miles across Central India, has been abolished at a considerable sacrifico
of tho salt revenuc; and yet in cach of the last two years wo have realised a

very substantial surplus.

“Qur cash account for the four years we are examining is given in n
statement which is in the hands of Members of Council.

“The cash balanco in India and England stood on tho 1st of April 1871
at £20,124,715, and it was estimated to stand on tho 31st March 1875 at
£16,356,198. We have spent in the four yecars on Public Works Extra-
ordinary £11,401,851, tho balances of tho Guaranteed Railway Companics have
been diminished by £1,212,466, a disburscment which is of the naturc of a
reduction of debt, and we have lent to Native- States, Municipalitics, &e.,
£1,670,231, which we shall cventually recover, and which in the meantimo
has been of great benefit to thoso whom we have assisted. These disburse-
ments, ammounting together to £12,613,817, have heen met as follows :—By
diminution of cash balances, £1,738,617; by surplus of revenue over
expendituro, £805,860; by excess of reccipty over disbursements on the sundry
accounts which are embraced in our cash transactions, £2,103,007; and Ly
net incrcaso of debt, £0,636,064,~—an incrcase which is considerably los,

than the sum spent upon Public Works Extraovdinary.
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“Tho terms upon which loans have beon raised in India and England
in 1874, and in India in Juno last, aro as follows:—

¢ Tn 1874—Fivo millions sterling were borrowed in England at £101-7-11}
for £100 stock. Two and a half crore of rupces were bor-
rowed in India at Rs, 102-12-2 for 100 Rupcees stock.

«In 1876—Two and a half croro of rupces were borrowed in India at
Rs. 102-8-8 for 100 Rupces stock.

«Thesc terms afford a proof of the high cstimation which is entertained
of the credit of India in the moncy market, both hero and in England.

“The cash balances in India were estimated to amount at the beginning
of the present financial ycar to £15,700,042. This is held by some to bo too
high an amount, and the busincss of tho Government could certainly be
transacted with lower balances; but I do not consider them to bo excessive,
considering the magnitude of the liabilitics to which the Government of India
is exposcd, and the difliculty that would be found in suddenly .increasing our
means in caso of nced. India is in this respeet very differently situated from
England. London is tho centrc of the banking business of the world, and
in England the Chancellor of tho Exchequer can, if he pleases, safcly reduco
his cash balance to the amount which is just sufficicnt to meet the husiness
of the day; but the moncy market of India is very limited, and it would
be hazardous to rcly upon it for temporary assistance if a sudden demand
should come upon the State, particularly as such a demand would almost
certainly occur at a timo whon thero would be a pressuro for accom-
modation on the palt of tho public. Tho condition of the Calcutta moncy
market in tho beginning of 1873, when considerable funds had to be sud-
denly supplicd to pay for rice from Burma and elsewhere, sufliciently indicated
the risk which would be run by reducing our cash balances too low. I
cntertain o strong opinion that a substantial cash balance over and above
what is absolutely required, although it involves a considerable annual cost
from loss of interest, is essential to the sccurity of the finances of India.

. “Tho Council will, I think, decsirc to consider to what causes the
satisfactory condition of our finances is to be attrvibuted. Tirst I will obscrve
that great improvements have been cffccted of late ycars in our cstimates
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and accounts. Unless estimates are carefully framed and accounts promptly
and accuratcly rendered, a Government is liable to fall into difficultics
without any warning. Nothing can bo better than our present system of
estimates and accounts, and I am sure 8ir Richard Tomple will confirm me
when I add that the chief credit for this improvement is due to My, Chapman,
the Financial Secretary to Government.

*The sound condition of our finances, in my opinion, mainly results,
on the one hand, from the gradual increase of the revenue in conscqucnco' of
tho increased wealth and prosperity of the country, and, on the other, from
" the exerciso of strict cconomy in every department of tho State. Both these
subjects are so important that it is worth while to illustrate them by a few -

figures.

Ve have sources of revenue which mainly depend upon circumstances
other than the progress of the wealth and prosperity of India. Owr opium
reccipts depend upon the supply of the drug and the demand for it in China.
Although our land-revenue, taking a term of yecars, depends upon the
increased wealth of the country, yet the incrcase arises from time to time
as existing scttlements expire, and it would be difficult without going into
lengthy explanations to exhibit any comparative statement that would be of
value for my present purpose. I will therefore confine myself to the rovenuo
derived from Customs, Salt, Excise, and Stamps, all of which mainly depend
upon the general prosperity of the country. I take the net reccipts from these
taxes since the ycar 1870-71, becauso alterations wero madoe in 1669 in tho Salt
and Stamp Laws as woll as in the tariff valuations, which would vitiate the

comparison with former years.

. «The averago annual net reccipts from Customs, Salt, Stamps and Excise
in the thrco ycars from 1870-71 to 1872-73 amounted to £12,691,262 a ycar.
In tho years 1873-74 and 1874-75 the reccipts roso to £13,035,857 a year,
These figures exhibit an increaso, in the last two as compared with tho first
three of tho five years, of £350,000, and this increase has taken placo notwith-

standing somo romissions of Salt and Customs dutics.

«On tho other side of the account wo have to meet expendituro which
depends but littlo upon the action of the Goveroment of the day—for example,

tho interest of our debt, and the charge for superannuation and retived allow-
L
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ances. Taking tho cxpenditure within the cqntrol of Government, namoly,
tho cost of Civil Administration, Law and Justice, Public Works, the Army,
and tho Marine Service, I find that the average annual exponditure for the thrce
years 1867-68 to 18G9-70 was £31,833,612; for the thrco years 1870.71 to
1872-73, £29,748,527; and for the two years 1873-74'and 1874-75, £29,331,793.
The averago annual expenditure upon theso sorvices during tho last two years
is thorcforo less by two millions and half than it was six ycars ago, and less by
rather moro than £400,000 than it was threo years ago.

“Theso figurcs show that whilo, on the one hand, the revenue steadily

increases, although not at a very high rate, on the othor, the exponditurc has
been carefully supervised by the Government,

“J can say this without seruple, becauso tho result is mainly due to the
attention which was paid to the control of exponditure while Lord Mayo was
Viceroy, and it wos the constant caro of Sir Richard Temple during the time he
filled the offico of Financial Membor of Council, The excrtions of the Gov-
crnment have been cordially seconded by the several depnrtments of the Gov-
ernment of India, by tho Local Governments, and by all the officers poncerned

throughout Indin; and thoe thanks of the Government of India are due to
them for their valuable co-operation,

#TWhile such has been tho rosulf of the Imperial finance of tho past four
years, tho Government havo not negleoted the subject of provincial taxation.
In 1872 circulars were addressed to the different Local Governments, .and the
"opinions of officers, both English and Native, were obtained i'cspecfing the
cifcets of provineial and local taxation. The answers showed that there were
at that timo some taxes which were productive of discontent, and which might
with advantage be discontinued. In the Madras gnd Bombay Presidencics the
taxes to which most objection was then taken have been readily abandoned by
the Local Governments. In the Central Provinces the P4andharf tax,—a direct
tax which extended over a very large number of people,—has been greatly
modified. - The only new measure of provincial taxation which Las sinco been
carricd into cffect is the road cess in Bengal,—a proper and legitimate impost
whicl, owing to the care which has been taken by Sir George Campbell and

Sir Richar('l '_l?cII'lPlc to apply it gradually and cautiously to tho different parts
of tho Province, is being levied without difficulty, and applicd to the advantago
of tho peoplo who havo to pay it. )
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“The Council will have observed that in tho romarks which I have
hitherto mado I havo only cursorily alluded to what is termed ¢ extraordinary’
cxpendituro. This, howover, is & part of our annual oxpendituro of great
importance, a notico of which cannot bo properly omitted in any review of
tho finances.

“I havo scen it observed that wo have in the last few years ¢ drifted back
intoa condition of chronic deficit,’ and that the expenditwro wpon railroads
and irrigation works has greatly inercased. This misconception may porhaps
have ariscn from the manner in which tho account of our annual revenue and
expenditure is published. What is called the ‘extraordinary’ expenditure is
added to tho ordinary expenditure of the year, and tho result appears at tho
bottom of tho account. Those who have made o study of tho accounts are
able to appreciato the real facts of the case, but they are not unlikely to Do
misunderstood by others who have not had time or opportunity for such a study.
If the expenditure upon works such as railroads, which are of too great
magnitudo to be paid for altogether out of the ordinary resowrces of thoe Gove
ernment, and which are in the nature of investments of capital, be added to
the ordinary expenditure, the result must be a deficit. But expenditure upon
such works belongs to an cntirely different category from the ordinary oxpen-
diture of tho State, and ought to be oxcluded in drawing a balance betweon
incomo and expenditure for the practical purpose of showing the real surplus

or deficit of the year.

“In England, works of this kind are carricd out by privato enterpriso

without tho aid of the Stato; in India this has been found to bo impossible. .

The works themsclveés are cssentially reproductive, in tho broadest sense of
tho term,—I mean that whether or no they may pay tho full interest on tho
capital invested they certainly add to tho general wealth of the country—and
morcover, in my opinion, they will directly or indircotly recoup to the Stato tho
full interest on tho capital expended in their construction. thtl.mr tho
capital bo raised by giving a guaranteo by the Stato of afixed rate of intcrost
to private companies, as has heen done in tho case of what are termed * guarz.m-
teed railvoads,’ or the capital bo borrowed by th? Stato and the works carried
on by tho agency of tho officers of Government, is, so far as the finances aro

concerned, ono and the samo thing.

to institute a corrcct comparison between tho

« : rcforo, .
In order, therefor and the expenditurc which formerly

expenditure on such works in recent years,
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prevailed, it is necessary to add tho expenditure of guaranteed rail-road capital
“to tho dircet expenditure by tho State. I havo had a return prepared showing
- the sum spent annually upon rail-roads and irrigation works, both from guaran-
.teed capital, and direetly by the State, and I will give the Council the results
shown by that retwrn. In the four ycars from 1867-68 to 1870-71 the sum of
£25,330,618 was spent by Government and from guaranteed capital together,
which gives an average annual expendituro of £6,332,629. In tho four years
from 1871-72 to 1874-756 thero was spent from similar sources a sum of
£16,047,871, which gives an average annual expenditure of £4,101,067. Tho
annual rate of cxpenditure thercfore during the Iast four ycars has been less
by more than two millions than that of the preceding four yeavs.

“But it is of more conscquence to consider whether the expenditure whicl
has hitherto taken placo has beon wiso; and whether, although its rate may be
diminished, it is at tho present time within the resources of the Government.

~ “The answer to the first question is supplicd by the steady progress of
the national wealth since the policy of pushing forward railways throughout
India was adopted in the timo of Lord Dalhousie, and by the sound and satisfac-
“tory condition of our finances. In reply to the question whether our present
rate of expenditure is within our resources, I need hardly do more than remind
thio Council of the careful forceasts which have been published showing the
calculations upon which the present rate of expenditure has been determined.
Wo considered that, however advantageous the extension of railroads or irri-
. gation works might be, it would not be right to carry them on at such a rate
as would requiro the imposition of fresh taxes, and the rate of expenditure
has therefore been based upon calculations showing that any additional interest
for which wo may bo liable on account of moncy borrowed for the purposc of
_constructing rail-roads and canals will be met from increased receipts derived
from works which have been, or will from time to time be, completed and
.brought into operation. Tho calculations originally made in 1878 were

carcfully checked this year, and the Government have no doubt of their
substantial accuracy.

I may obscrve, morcover, that wo aro now in a for better position than

we have been at any former time in respect to owr liability for tho completion
of railroads and irrigation works.

“So long as the main lines of communication—such as the Bast Indian.
and the Great Indian Peninsula Railways—were in progress, a very large
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Tiability rested upon tho Government for their completion ; a liability which, as
those rail-roads were constructed by guaranteod companics, could not ho sct
asido whatever financial exigencics might arise.  Now that tho principal lines
of communication are completed and the works under construction. are of a
moro limited character, this liability for tho future expendituro necessary to
completo works undor construction is considerably diminished. Tho rate of
progroess, morcover, is now almost entircly at the command of Government,
becauso the works are mainly constructed dircetly by tho Stato, instcad of
through tho agoency of guarantced companies. I boliove that in tho course of
a few years our liability will never at any time much exceed the annual sum
which is appropriated to the construction of such works. Thus, in the case of
a failuro of any great branch of our revenue, or if other calls, such as those of
war, should fall upon the Government, wo should bo able within a- very
moderate timo to contract our czxpenditure, without subjecting tho country to
the loss which would be occasioned by abandoning important works before they

are brought into remunerative operation.

T have ono more remark to make upon this subject. Although the Gov-
crnment, rightly in my opinion, preferred tho more expensive mode of construc-
tion of the Indus Valley railroad in order to complete a very important trunk
line upon the broad gauge, we fecl that the utmost possiblo economy should be
obscrved in the construction of public works in India. e are therefore carry-
ing out tho narrow gauge system of rail-roads for the minor lines of commu-
nication; wo reconsidered a few ycars ago the schemes of irrigation works
which were then before us, and abandoned, for a time at any rate, works which
were projected at an cstimated cost of not much ‘less than 9 millions storling. .
‘We have rccently, in discussing the projected irrigation works for Behar, im-
pressed upon the Government of Bengal, and upon the Engincer Officers who
wero cngaged in making the plans, tho nccessity of carefully considering ccr-
tain minor works which will prohably bo sufficient for the purposcs in view, in
licu of morc ambitious schemes which, however creditablo thoy may bo to thoir
constryetors, are not likely to he remuncrativo, and indeed arc not unfrequently

accompanicd by scrious drawbacks to the advantages which irrigation un-
doubtedly confers upon most parts of the country.

“The general conclusfon to be drawn from a review of tho present stale of
finoncos of India is highly cncowraging. It is dangerous to anticipate the

futuro; but with onc cxception I sce no reason to doubt that, so long as a wisoe
M
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cconomy provails, the prosperous, condition of Indian finances will bo main-
tained. Tho exception to which I alludo is tho cflcct of tho rccent fall in the
value of silvor. This subjcet has been alluded to by Sir Williain  Muir, and
comes home to most of tho English residents in Indin. Every one who has to
-mako o remittance to England, that is to say who has to makoe a payment in
gold whilo he reccives his income in silver, bas to pay more silver, or in other

words a larger portion of his income, than he had to pay when the valuo of
silver was highor.

“The Government of India is one of the best abused Governments in the
world, and I havo scen it asserted that this fall in tho value of silver is our
fault. This accusation reminds me of tho witty lines—

“Who makos tho quartorn loaf and Luddites rise ?
Who fills tho butchers’® shopa with largo bluo flicsP

I need hardly say that the Government is not a whit morc responsible for
the fall in silver than Buonaparto was for tho flies. Governments can do much—
when they interfere with trade they usually do much harm—but they are
powcrless to control the value of any article in the marlkets of the world.
What the cause of tho fall in silver has been, and how long it may continue,
is not casy to say. It may be produced mainly by the change in the currency
of somo REuropcan Nations from silver to gold, which has thrown a large
quantity of silver into the market. It may arise from tho increased produc-
tion of silver. As long as it lasts, however, the Government of India suffers
in common with privato individuals. The Government of India has to make
largo fixed payments in gold out'of income reccived in silver, and a fall .in the
value of silver raises the cost of thoso payments. This really governs the
jtem ‘loss by cxchange’ which has of late years figured so heavily on the
wrong sido of our accounts; for whatever temporary fluctuations in the rate of
exchangoe may be produced by the balance of trade between India and other
countrics (and the measure which I hope we shall pass to-day by encouraging
‘tho oxport trade may have a temporary cffect upon the rato of exchange, and,
so far, assist our finances), these fixed payments in gold must in the long run
constituto a lighter or heavier charge upon the Indian finances in proportion to
the xiso or fall in tho value of silver.

“Tho not sum provided in tho cstimates of the current ycar for loss by
oxchange amounts to moro thon a million sterling, and if thoe value of silver
should continue to fall, this charge will be considerably incrensed. But I do
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not think that this liahility soriously affects at present tho reasonablo prospect
wo havo of a substantial surplus in future, provided—and I cannot repeat this
too often—a carcful check is kopt upon increases of cxpendituro.

¢ The condition of the finances of a country greatly dopends upon the stato
of its trade, and tho information which Sir William Muir has givon us of tho
progress of the trade of India is highly encouraging.

“ Mr. Wilson, who came to India with a long financial experience, in his
budget statement of 1860, made at a time of gloom, expressed a sanguine view
of the future finances of India; and brought forward, as tho principal reason for
his favourable anticipations, statistics showing the progross of tho Indian foreign
trade during the preceding five and twenty years. The most recent roturns,
when Mr. Wilson made bis colebrated budget speech, wore those for the year
1858-59. TFiftcen years have passed between that year and the year 1873-74,
which is the last for which we have complote Trade and Navigation accounts;
and it is not without interest to examine how far Mr. Wilson’s hopes have been

‘realized.

“The average annual value of tho foreign trade of India, including imports
and exports of merchandise and treasuro, for the five years ending with 1838-39,

was £18,638,552.
“ For the five years ending with 1858-59, the average annual value rose to

£52,700,013. ,
“The increaso was £34,061,461, or at the rate of about £1,700,000 a ycar for
the 20 intervening years, and theso were the results which BMr. Wilson stated.

“ For the five years ending with 1878-74, the value of our foreign trade has
further risen to an annual average of £95,077,948.

« This increase, as compared with tho five years ending with 1858-59, way

£45,646,103, or.at the rate of about £3,000,000 & year for the 15 intervening

years. The rate of increase has therefore far excceded that which Mr. Wilson

regarded with so much satisfaction.

“Individuol years included in thig period have show: considerablo fluctua-
tions. The extraordiﬂary developracnt of the export trade in raw cotton during
tho American War was followod by the usual re-action. The accidenls of tho
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seasons have affected both the produce of the 'princip.al Indian staples, and the

_quantity of them availablo for export. The lowering of tho valuations of cotton

goods and mctals in 1869 by 15 por cent. has considerably affected the returns,
and tho imports of railway materials havo varied according to the requiroments
of the State. Dut tho broad result drawn from averages of ycars, which is the
only safe way of making a calculation of the kind, has amply justified Mr.
Wilson’s anticipations, and proved the soundness of his observation, that let culti-
vation be extended ever so much, there would bo no fear of tho want of a market
for the produce of the Indian soil.

“Of Jate years, sinco the old Indian manufactures decayed owing to compe-
tition coupled with tho heavy import duties imposed in old times upon their
import into England for the purpose of protecting English manufactures, the
principal exports of India have been raw products ; but I agree with Sir William
1Muir that there are signs that Indian manufactures may again before long tako
their place in the market of tho world.

“The conclusions which I believe may safely be drawn from the considera-
tions which naturally present themselves in discussing the subject before us aro
that the trade of India is steadily incrcasing ; that our finances are sound, but
that their stability mainly depends upon the exerciso of strict economy in our
expenditure; and that the relief from taxation that we propose is both safe and
wise. Tor, to adapt the weighty words of our greatest English financier, wo
abolish restrictions upon the application of capital and the exercise of industry

and skill, and the principal object of our policy is to give full and free scope to
the energies of the people of India.”

Tho Motion was put and agreed to.

Tho Hon'ble Mr. Hore moved that the Bill be passed.

The Motion was put and agrecd to.

LAW REPORTS BILL.

Tho Hon'ble Mr. Hozitoust introduced the Bill for tho improvement of

Law Reports, and moved that it bo referred to a Select Cornmittee with instrue-
tions to report in six weeks.

The Motion was put and agreed lo.
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°  REFORMATORY SCHOOLS BILL.

The ITon’ble Sin A. ArnuriNor introduced the Bill to provido Roformatory
and Industrial Schools, and moved that it Lo referred to a Scleet Committco
with instructions to report in four months, ITo said that at their last meeting
the Council gave permission for tho introduction of this Bill.  On that occasion
ho endeavoured to explain tho circumstances under which the Government of
India had deemed it expedient that legislation should be resorted to on this
subject. o showed that so far back as 1861 the mattor had engaged tho
attention of tho framers of the Code of Criminal Procedure, and that they
had inscrted in that Codo a provision having for its object the establishment
and utilization of Reformatories, but that that provision was in ono important
respect defcetive; that the defect had attracted tho attention of the Govern-
ment of Bombay whicl, in the very year in which the Codo of Criminal
Procedure was passed, framed and passed through their Council a Bill for
remedying the defect, which however was vetoed by tho Governor General;
that a similar Bill was framed in the following year, which shared a similar
fate; that in 1867 the subject again attracted atfention and reocived con-
sideration from the Government of India, and also from the Government of
Madras, and elicited from the Governor of that Presidoncy a forcible and, in
SIR A. ARDUTONOY'S opinion, a very just representation; that more rocently
the question had occupicd the attention of the Licutenant-Governor of Bengal
and also that of His Exccllency thoe President; and that after further
consideration the Government of India had come to tho conclusion that
it was desirablo no longer to postpono a resort to legislation for the pur-
pose of 'énablihg the several Local Governments to provide that youthful
offenders should bo sccluded for longer periods than was possible under the
existing law, with a view of reclaiming them from tho cvil habits and associa-
tions in which they had been brought up, bringing them under salutary influ-
ences, and training them to habits of honcst i!ldl:IStl'y. At t}m last meet-
ing ho had ‘omitted to advelt to ono point of some n.upox'tau.co in connection
with this Bill, namely, tho numbce of juvcnilo offenders in any Presidency
“or Provinco who could bo brought undor tho influence of a reformatory, if such
institutions cxisted. In tho correspondenco to which he had rc.fcrrcd, it was
shown that in tho ycar 186G in Madras tho number’of Jjuvenilo offenders in
our prisons in that Presidency was less than 70; but it was also shown that
this .small number was, in point of fact, no criterion of tho nunfbcr of youth-
ful offenders who might with advantage be brought under tho influenco of a

reformatory; for it appecared that during the period in question no less than
- N
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651 boys had boen sentenced to punishment, most of whom probably had been
flogged and dismissed, and it was obvious that many of them probably would
and might, with grcat advantage, have been sent to a reformatory. It
appemod ‘that in thoe ono institution of this character, which existed at present
in India—the Sassoon Reformatory at Bombay—there were at present over
100 inmatos, and in' the juvenile prison at Poona there was about half that
number. According to Sir Richard Temple’s estimate, the number of juvenile
offenders now in the jails in tho Provinco of Bongal was about 100, and the
Licutonant-Governor anticipatod that if a reformatory should be established,
about an equal number of juvenile vagrants who.were being trained to crime,
might be expected to be received into it under the provisions of tho Bill which
he (Sir A, ArpuTnNoT) was now introducing.

Having made these preliminary remarks, he would request the notice

of the Council to one or two of the leading provisions of the Bill. He
mwht in the first place, observe that the principle of the Bill was very
similar to that of the English law bearing upon the subject, which was
contained in two Statutes, chapters 117 and 118 of 29 & 80 \ic. The pro-
visions, or perhaps he should say, the ideas, of those two Statutes were
combined in the Bill now before the Council. In England, it had been
‘decmeod cxpedient to provide separate legislation for the two different classes
of persons with which wo proposed to deal. Under the English Statutes
two separate classes of institutions existed for those separate olasses of persons.
Under the first of the English Acts (117 of 20 & 30 Vio.), Reformatory Schools
were established and made use of for juvenile offenders who had been convicted
of offences. Under the sccond Statute (Cap. 118) schools, which were called
Industrial Schools, were ostablished for the reclamation of boys and girls who
were found to bo in close association with the criminal classes, to bo leading
vagrant lives, and to be, in tho opinion of the authorities, suitable persons
to subject to the influences of an institution of this character. It had been
deemed sufficicnt here to provide in a single Bill for the two classes of persons
to whom ho alluded. There wore ono or two points of detail in which the Bill
beforo the Council differcd from the English Acts. The English Reformatory

Schools Act limited tho period during which a youthful offcnder might be confined

in a reformatory to five ycars, and under that Act the maximum age at which ho

could bo sent to n reformatory was16 years, and in the case of a youthful offender

under tho age of 10 ycars, an order could not be passed sending him to a

yoformatory unless he had alrendy been soptenced on conviction for some



REFORMATORY SCIOOLS. 221

criminal offence, TUnder tho English Industrial Schools Act tho maximum
age for sending youths, whom ho might designato as juvenilo vagrants, or the
juvenile associates of criminals, to an Industrial School, was 14 ycars. Undor
that Act also, a ohild under 12 charged with certain offences must go to
an Industrial School, and there was a’ provision in it, which wo had not
adopted here, which enabled rofractory ohildren upder tho -agoe of 14, at
tho instance of their parents or guardians, to bo sent to an Industrial
Bchool. That provision, he had reason to beliove, had been found in  England
to bo susceptible of some abuse, and certainly in this country it did not scem °
advisablo to resort to it. Under the Bill now in tho hands of the Council the
maximum ago at which boys could be sent to a Reformatory and Industrial
School was fixed at 14 years, and that was only applicable to the cascs
of boys convicted of tho offences which, under the Ponal Code, were punish-
able with transportation or imprisonment, in fact, of offences of tho more
serious character provided for in the Code. In tho caso of boys convicted of
offences which were simply punishable with imprisonment, the maximum age
at which they could be sent to a Reformatory was 12 years. Under tho Bill
the maximum period for which a boy could be detained in the institution was
seven instead of fivo ycars, the term named in the English Acts. In those Acts .
and in the Bill, the maximum age up to which a boy might be detained was
specified at 16 years. In tho English Acts, whilo thero was a practical
limit as to the npmber of ycars of detention, thero was no limit to the age
further than that which was provided by fixing alimit as to the ago up to
which a juvenile offender might be sent. All these provisions of detail would
have to be carefully examined by the Committce to whom the Bill would be
referred, and he had no doubt that they would also engage tho attention of the

various local authorities.

‘He might mention that it had not been deemod expedient in this country
to apply this legislation to tho caso of girls. Probably tho operation of tho
Bill would principally bo confined to schools established and maintained
by the Governmeont, but it would also bo applicable to private institu-
tions, and it so happoned that there was at the presont time one exist-
ing privato institntion—tho Bassoon Institution at Bombay—to whicl, no
doubt, the Bill would, if passed, become applicable.  Provision was also
made for enabling Municipal authoritics to establish institutions of this
character and for bringing them under the operation of thoe Bill. Tho only
other provision to which he need draw the attention of the Council, was one

.
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containod in section 20, one of the scétions rclatirig to Boards of Managcment,
which provided that on overy Board therc should bo at-loast’ two Native
membors. “This was a provision which had been deemed to bo of importance
by tho Govornment, Inasmuch as the proposed legislation was of a novel
charactor, and might bo said, in somo respect, to affect tholiberty of the subject,
it was very desirablo that the Native community, through their representativos,

should have cvery opportunity of watching the working and operation of the
institutions which might bo established under the Bill.

The Motion was put and agreed to.

The IIon’blo Sir A. ArnurnNor then moved that the Bill be published

in the local official Gazelfes in English and such other languages as tho Local
Governments thought fit. '

_The Motion was put and agrecd to.

CENTRAL PROVINCES LAWS BILL.

The Ion'’ble Svm Dovaras Forsyra moved for leave to introduce a Bill to
declare and amend the law in force in the Central Provinces. He said that the
necessity for a DBill of this kind would be apparent if he placed before the

Council in a very few words a description of tho territorigs which formed the
Central Provinces.

The Central Provinces were formed under the Resolution of the Government
of India dated 2nd November 1861, and comprised the Province of Négpur and
the Sdgar and Narbada territories.

To these wero added Sambalpur with its dependencies in 1862, the District
of Nimdr in 1864, and the Bijeragogarh territory in 1865.

By the death of thelast Bhonsla Rdjd in 18563, who left no heir, the Ndgpur
Province lapsed to tho paramount power, but for somo time previous to this
ovent a considerable supervision over the administration had been exorcised
by tho British Residont.

In fact, for a period of somo twelve or thirteen years, during the minority
of R4jé Raghujf 111, tho administration of the country was conducted by tho
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British Resident under the orders of tho Govemor General and by the aid of
British ofﬁcers.

Sir R. Jenkins, tho Resident, issued orders and proclamations laying down
a system of procedure’and principles of law, based on general instructions issued

by the Supreme Government.

Under that system tho people were sccured in their own laws based on
the customs and usages of the country, but in criminal punitivo law the system
was based on the Bengal Regulations.

One or two rather objectionable customs were however abolished, such as
the auction sale of widows and the levy of a tax on the remarringe of widows
and the putting to death of witches, whilst an order was given to punish
persons who should denounce another as a wizard or witch.

-Sir R. Jenkins’ system of administration seemed to have been retained to
a considerable extent, even after the R4jd attained his majority ; and up to the
time of the death of the last Chief in 1853 and on the assumption of the
administration of the country by the Government of India, Sir R. Jenkins’
system was authoritatively re-introduced and subsequently was somewhat modi-
fied by the introduction of the Panjib civil judicial system with some improve-

ments borrowed from Assam.

The S4gar and Narbada territories were acquired by treaty: tho former in
1817 from the Peishwa Bdji Rao ; the latter in 1818 from the R4jd of Ndgpur.
He would quote from the Resolution of the Government of India:—

“ These territories havo been transferred at various times from ono Government to
another, Thoy were originally under the Supremo Government; subsequently they wero
placed under the Licutenant-Governor of Agra. Agoin in 1842 tho general control of them
was vested in a Commissioner and Governor General’s Agent in direct communication with
the Supremo Government, whilo the supervision of fiscal and judicial affairs remained with
the Sadr Board and Sadr Court at Agra respectively. Again at a later date the general
jurisdiction was once more entrusted to the Government of the North-Western Provincces,

under which it remained up to the time of annexation.’

Theso territorics were first governed by special rules issued to tho Com-
missioners, and subsequently by tho spirit of tho Regulations of Government

applicablo to tho Province: thoughin a report written in 1834, Mr. Bird
o
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declared that of the British officers supposed to bo conducting the administration
in accordance with tho spirit of these Regulations, not ono had read a word of
them, and the spirit and all that was valuable in the Regulations was unknown.

Subscquent to this sweeping condemnation and before their incorporation
with tho Central Provinces, the Sfgar and Narbada territorios had the good
fortune of being administered by officers of very high distinction, such as
General Sleeman, Sir D. McLood, and Mr. A. Roberts, to the last-mentioncd
of whom the Province was indebted for a Code of Civil Procedure, which was
adopted to a very great extent in tho formation of the Panj4b Civil Code, which
in its turn was sent to the Central Provinces as a model for guidance.

Sambalpur with its dependencies lapsed to the British Government in 1849,
up to which time the civil, police and judicial administration had been con-
ducted by the Rjds in their own way; and if he might trust Mr, Nicholls, a
Civilian who had drawn up & most valuable work on the Law, special and
locdl, of the Central Provinces, and from whom ho was quoting largely now, it
would appear that until the Province was made over to the Chief Commissioner,
Nigpur, in 1862, it was governed by our own officers very much in the same manner.
Mr. Nicholls said that Sambalpur was treated as what was called a political
mabdl. If justice was administered, it was, as in Nimdr, justico without the
niceties of law, and the spirit of the laws and regulations was observed, if
observed at all, in a Pickwickian sense. In Nimdr our first acquisitions were by
treaty from the Peishwa in 1818, and the desolation of the tract acquired was
such as to give rise to tho saying that “there is not a crow in Kanapur Beria.”

As Mr. Nicholls remarked, the political condition coupled with the original
desolation of the country, and superadded to the curiously vagrant habits or
instincts of a very large portion of the inhabitants, formed at all ovents a

fair excuse for the almost entiro absence of authoritatively imposed laws
and regulations in Nimfr.

Lven. so late as 1862, St D, Forsyrn found in the annual report the
following important postscript :—

“ Thero is no authorized Codo of Civil Procedure in Nim&r. Improvements have been
introdaced from time to time and in some instances the spirft of Act VIII of 1859 is acted

upon.  But with the weak establishments in Nimér we con attend to justico only, and not
10 justics and the nicetics of the law combined.”
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Nim4r was incorporated with the Central Provinces in May 1864.

Bijeragogarh was first brought.under the management of political officers
in 1848 during the minority of the last Chief, Surju Pershdd. Whon he
attained his majority, ho was placed in full possession of his hereditary estato,
but shortly afterwards the mutiny broke out and he was inducod to rebel.
1lis territory was confiscated and placed under the charge of the Governor
General’s Agent in Bandolkhand and was finally incorporated with tho Central

Provinces in 1865.

Such was a very summary glance at the history of the various tracts which
went to make up the present administration known as the Central Provinces.

In his report for 1862-63, the then Chief Commissioner, Sir Richard Temple,
thus described tho previous judicial condition of these Provinces :—

“Tn other Non-Regulation Provinces even where there wero no laws thero was yet a rulo
and system clear and complete. But in tho territories newly brought together under the
general designation of the Central Provinces, there could bo no universal proceduro, no
general regulation, no complcto legal foundation for tho conduct of affairs. Thero wore up
to tho year 1862-63 a varicty of laws, rules and systems, each having forco more or less in

the several parts, but none having force over the whole.”

In 1866 the Chief Commissionor addressed the Government of India on
the subject of declaring what Acts and Regulations should be considered applica-
ble, and a long correspondence ensued. He might here remark that in tho
Resolution of the Government of India, the administration of the Central
. Provinces was declared to bo formed on a system similar in most respects to that

which existed in the Panjib and Oudh.

When, therefore, it becamo necessary a fow years later to pass an Act of the

Leoislature to declare what the law was in the Panjab, and the same is now
- of Oudh, it followed, as a necessary consequence, that the

being done in respect ] ; :
same operation must be performed with regard to this younger Province.

The Motion was put and agreed to.

The following Select Committecs were named :—
On tho Bill for the improvement of Law Reports,—the Ion'ble Sir

A. Arbuthnot, Sir D. Forsyth, and Mr. Hope and the Mover.
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On the Bill to provide Reformatory and Industrial Schools,~-the ITon’blo
Mr. Hobhouse, the Hon’ble 8ir W. Muir, Sir D. Forsyth and Mr. Hopo and
“the Mover.

The Council then adjourned to Thursday, the 19th August 1875,

S1auna, WHITLEY STOKES,
The 5th August 1876, Secretary to the Government of India,

Legislative Department.

Gevt, Contind Branch Prosy, Siiwla,~s D.-~"13‘8-75.-200.



Stutement showing the Revenne and ordinary Expenditure of the Government of
Indiain India and in England for the four years firom 1871-72 to 1874-75,
the expenditure for Famine Religf in the years 1873-74 and 187475, and
the surplus upan the whole ordinary account.

Year. Revenue. | Expenditure. | Surpluy.
£ £ L
1871.72 50,116,216 | 46,950,038 | 3,124,177
187273 . . 50,210,480 | 48,463,817 | 1,765,672
1873-74 49,011,711 | 47,639,774 | 2,071,937
1874.75 (Regular Estimate) 60,070,000 | 48,181,000 | 1,859,000
ToTAT, w. | 8,850,756
L]
*Deduct receipts not ordinary revenuo v | 1,785,253
Surplus, excluding Famine Relick o | 7,112,533
1878.74 (Expenditure on Famine Relief) veeeee 3,804,673
1874-76 (Regular Estimate) :* e 2,442,000
Total Famine Relief C...] 6,306,673 °
Sufplus upon the whole ordinary account for the four years, 5
urpi:lleu:lri'gg YFamine RelicE . .| 805,560

® Theso receipts consist of t-mnsfcu from Military F
borrowing in England (net) £422,758.

Fm.mgur, DEPARTMENT;
Simla, 4th August 1875-}

'unds, £1,315,495, and loss by exchango suved Ly

. B. CHAPMAN,
Scerctary to the Qovernment of Indiv,



. ’ . . . . -‘nﬁj .
Abstract of the Receipts "and Disbursements of the Government of India fn
, ¥ India and England from 1871-72 {o 1874.75.

+ RECEIPTS. 8 DISBURSEMENTS. 2
Cash balanco 1st. April 1871 .. 20,124,715 | Publie Works Extr:‘ordinnry..? 11,401,351
Surplus upon the ordinary account, Guarantced  Railway  Capital

1871-76 " we| 805,860 | -repaid . © e | 1,212,466
Sundry accounts ... | 2,103,007 | Loans to Nativo Statcs, &e. ...| 1,670,231
Borrowed <o | 0,080,664 | Cash balanco 81st March 1875

. . ' (Regular Estimatc) ... |18,386,198

. 32,670,240 ——

. i 32,670,246
FinaNcIAL DEPAnﬁmx'r; R. B. CIIAPMAN, .
Simla, 4th August 1875, } Scerelary to the Government of India.

Statement showing the Expenditure of GQuarantced Railwoay Capital and upomw
Public Works Extraordinary in each year from 1861-62. )

Guaranteed .
Year, " Railwa é’ utbhg }]Yorl.;s ToraL. °
Capital. xtraordinary.|
£ & £

1801-62 ... we ., oee .| 6,602,212 verree 6,602,212
1862-63 ... v .| 5,803,344 e o 5,503,344
1863-64 ... e . 4,755,653 veeees 4,755,653
1564-66 ... oo e . 4,122,240 | ... . 4,122,240 .
1865-66 ... o .. ... |. 6,636,866 [ETT 5,630,860
1860-67 (11 months) ... . . 7,207,708 | ... . 7,207,703
1867-68 vo ' ae . .| 7,120,081 002,462 | 7,722,643
1868-60 ... - . o.| 4,481,808 %*83860,073 5,317,071
1869-70 ... | 4742851 | %2,612.663 | 7,855,614
1870-71 ... . | 8776270 | *1168220 | 4031490
1871-72 ... - | 24907728 | 1628474 | 4,125202
1872-78 ... | 477245 | 2184509 | 2,001,514
1873-74 ... w.| 070181 | 8553507 | 4,523,438
1874-76 (Regular Estimate) | 1,390,407 | *3,040,950 5,337,417

® Theso figures differ from tho amounts charged in tho Financo and Revenuo Accounts by the sums tha
weropaid in thoso years for tho purchaso of the Calcutta and South-Eastern Railway. Thoso lattor sums hav
Deen deducted, becauso they are included in the expendituro of Guaranteed Railway Capital, viz. :—

1868.60. | 18c9-70. | 187071 | 187475,

£ £ £ £
Jublioc Works Extraordinary per Financo and Rovenue : .
Accounts e e e 1,370,013 2,699,014 1,167,810 4,035,000
Less for Calcutta and South-Eastern Railway . 634,610 —13,019 9,590 88,050

836,073 2,012,009' 1,153,220' . 8,046,950

TINANCIAL ngm.\mm;} R. B. CITAPMAN,

Stila, 4th August 1875. Séé;‘.c?ary lo the Qout. of India.





